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PRESIDENTS HEALTH RECOMMENDATIONS AND 
RELATED MEASURES 





TUESDAY, APRIL 13, 1954 


Untrep States SENATE, 
ComMITTEE ON Lasor AND Pusiic WELFARE, 
SUBCOMMITTEE ON HEALTH, 
Washington, D.C. 

The subcommittee met at 10:03 a. m., pursuant to call, in room 
P-63 of the Capital, Senator William A. Purtell (chairman of the 
subcommittee) presiding. 

Present: Senator Purtell (chairman of the subcommittee). 

Also present: Roy E. James, staff director; Melvin W. Sneed, and 
William G. Reidy, professional staff members. 

Senator PurreLL. The subcommittee hearing will come to order. 

The hearing of the subcommittee resumes today with primary 
emphasis on health insurance. The testimony will focus on the ad- 
minsistration’s recommendation for a reinsurance program designed 
to encourage more extensive use of voluntary prepayment health 
insurance plans, although some witnesses, especially those not pre- 
viously appearing before the committee during these hearings, may 

testify also on other related matters before the committee. 

Our first witness in this phase of the hearings will be the Secretary 
of Health, Education, and Welfare, who will present the adminis- 
tration’s view on S. 3114. 

The bill will be inserted in the record together with the reports 
thereon by the executive agencies. 

(The bill, S. 3114, and the reports referred to are as follows:) 


[S. 3114, 83d Cong., 2d sess. ] 


A BILL To improve the public health by encouraging more extensive use of the voluntary 
prepayment method in the provision of personal health services 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of this Act to encourage 
and stimulate private initiative in making good and comprehensive health 
services generally accessible on reasonable terms, through adequate health 
service prepayment plans, to the maximum number of people, (a) by providing 
technical advice and information, without charge, to health service prepay- 
ment plans and to the carriers or sponsors thereof; and (b) by making a form 
of reinsurance available for voluntary health service prepayment plans where 
such reinsurance is needed in order to stimulate the establishment and main- 
tenance of adequate prepayment plans in areas, and with respect to services 
and classes of persons, for which they are needed. 
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TITLE I—GENERAL 
DEFINITIONS 


Sec. 101. As used in this Act— 

(a) The term “beneficiary” means an individual (1) with respect to whom 
& carrier, pursuant to a health service prepayment plan, undertakes to pay in 
whole or in part for specified personal health services furnished to him by 
others, or (2) to Whom, pursuant to such a plan, it undertakes to provide specified 
personal health services: 

(b) The term “carrier” means a voluntary association, corporation, or part- 
nership, other than an instrumentality wholly owned or controlled by a State 
or political subdivision thereof, which is organized under State law, and which 
is sponsoring, or is engaged in providing protection under insurance policies 
or subscriber contracts issued pursuant to, or is otherwise engaged in operat- 
ing under, a health service prepayment plan ; 

(c) The term “Council” means the National Advisory Council on Health 
Service Prepayment Plans; 

(d) The term “fund” means the Health Service Prepayment Plain Reinsur- 
ance Fund established by section 307; the term “account” means an account 
within the fund, established by the Secretary pursuant to that section; 

(e) The term "health service prepayment plan” means a set of specifications 
under which a carrier undertakes, through a class or classes of insurance 
policies or subscriber contracts (as defined by the Secretary) or both, to do 
any or a combination of the following in return for insurance premiums or 
prepaid subscription charges: 

(1) To reimburse specified beneficiaries or a class or classes of bene- 
ficiaries (or others with respect to such beneficiaries) in whole or in part 
for expenditures incurred by them for specified personal health services ; 

(2) to pay (directly or through another carrier or carriers) to providers 
of personal health services all or part of their costs or charges for specified 
personal health services furnished to specified beneficiaries or a class or 
classes of beneficiaries: Provided, That, if (A) such payments are to be 
made in accordance with a contract or arrangement between the carrier and 
the provider of such services (or between the carrier and another carrier 
through whom such payments are to be made) and (B) such contract or 
arrangement fixes the basis upon which the amount of such payments shall 
be determined, such contract or arrangement shall be deemed to be an 
integral part of the plan; 

(3) To provide, wholly or partly through its own staff or facilities, speci- 
fied personal health services to specified beneficiaries or a class or classes 
of beneficiaries ; 

(f) The term “personal health services” includes any services rendered to 
individuals by licensed health personnel, or, under the supervision of such per- 
sonnel by auxiliary personnel for the improvement or preservation of physical or 
mental health or for the diagnosis and treatment of disease or injury; the use 
by such licensed or auxiliary personnel of any and all apparatus or machines de- 
signed to aid in the diagnosis or treatment of disease or injury; the provision 
of bed and board in general or special hospitals, convalescent homes, nursing 
homes, sanatoria, or other institutions licensed or designated as such by a State 
when care in such institutions is prescribed by such licensed personnel; the pro- 
vision of drugs and medicines, dressings and supplies, posthese and appliances 
(including eyeglasses), when prescribed by such licensed personnel; and ambu- 
lance service ; 

(z) The term “Secretary”, except as otherwise specified, means the Secretary 
of Health, Education, and Welfare; and 

(h) The term “State” includes the District of Columbia, Alaska, Hawaii, 
Puerto Rico, and possessions of the United States. 


’ 


NATIONAL ADVISORY COUNCIL AND OTHER COMMITTEES 


Sec. 102. (a) There is hereby established within the Department of Health, 
Education, and Welfare a National Advisory Council on Health Service Prepay- 
ment Plans, which shall meet at the call of the Secretary but not less often than 
four times each year. The Council shall consist of twelve members appointed 
by the Secretary without regard to the civil-service laws, who shall be familiar 
with the need for, or the availability of, personal health services, and not less 
than four of whom shall be experienced in the administration of health service 
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prepayment plans. The Secretary shall, from time to time, designate one of 
such members to serve as Chairman of the Council. 

(b) The Council shall advise, consult with, and make recommendations to, 
the Secretary on matters of policy relating to the activities and functions of 
the Secretary under this Act. 

(c) The Secretary is authorized to utilize the services of any member or 
members of the Council, or of any member or members of a special advisory 
committee appointed by him, for advisory or consultative purposes in connection 
with matters related to the administration of this Act, for such periods, in addi- 
tion to conference periods, as he may determine. 

(d) Appointed members of the Council and of other advisory and technical 
committees, while attending conferences or meetings of the Council or of their 
respective committees or subcommittees or while otherwise serving at the request 
of the Secretary, shall be entitled to receive compensation at a rate to be fixed 
by the Secretary but not exceeding $50 per diem, including travel time, and while 
away from their homes or regular places of business they may be allowed travel 
expenses, including per diem in lieu of subsistence, as authorized by law (5 
U. 8. C. 73b-2) for persons in the Government service employed intermittently. 


CONSULTANTS 


Sec. 103. The Secretary is authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, to employ experts 
and consultants or organizations thereof, as authorized by section 15 of the 
Administrative Expenses Act of 1946 (5 U. 8. C. 55a). Individuals so employed 
may be compensated at rates not in excess of $50 per diem, including travel time, 
and while away from their homes or regular places of business they may be al- 
lowed travel expenses, including per diem in lieu of subsistence, as authorized 
by law (5 U. 8. C. 73 b-2) for persons in the Government service employed inter- 
mittently. 


UTILIZATION OF OTHER AGENCIES 


Sec. 104. (a) In administering the provisions of this Act, the Secretary is 
authorized to utilize the services and facilities of any agency of the Federal 
Government and, without regard to section 3709, as amended, of the Revised 
Statutes, of any cther public or nonprofit agency or institution, in accordance with 
agreements between the Secretary and the head thereof. Payment for such 
services and facilities shall be made in advance or by way of reimbursement 
as many be agreed upon by the Secretary and the head of the agency or insti- 
tion concerned. 

(b) In administering the provisions of title III, the Secretary shall utilize to 
the optimum extent, in accordance with arrangements entered into pursuant to 
subsection (a) of this section, the services and facilities of State agencies engaged 
pursuant to State law in supervising carriers of health service prepayment plans 
with respect to such plans or with respect to policies or subscriber contracts 
issued pursuant thereto. The Secretary shall, in particular, endeavor to make 
arrangements for utilization of the appropriate agency of the carrier’s home 
State in connection with determining compliance with the terms and conditions 
prescribed by the Secretary pursuant to section 303, and in determining, in 
accordance with criteria established by the Secretary, whether, as required by 
section 304, the carrier is financially sound and entitled to public confidence; and 
such determinations pursuant to section 304 may be accepted by the Secretary as 
conclusive. As used in this subsection, the term “home State” means the State 
under the laws of which the carrier is organized or, if the carrier’s principal place 
of business is in a different State, then either of such States as the Secretary 
may determine, except that in the case of a carrier not organized under the laws 
of any State, the term “home State” means the State in which the carrier’s 
principal place of business in the United States is situated. 


VOLUNTARY AND UNCOMPENSATED SERVICES 


Sec. 105. In carrying out the provisions of this Act, the Secretary may, not- 
withstanding any other provision of law providing for payment for services, 
accept and utilize voluntary and uncompensated services of individuals, or of 
public or nonprofit agencies, institutions, or organizations. 
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EXEMPTION FROM CONFLICT-OF-INTEREST STATUTES 


Sec. 106. (a) Any person appointed, employed, or utilized in an advisory or 
consultative capacity under section 102 or 103 of this Act is hereby exempted, 
with respect to such appointment, employment, or utilization, from the operation 
of sections 281, 283, 284, and 1914 of title 18 of the United States Code, except as 
otherwise specified in subsection (b) of this section. 

(b) (1) The exemption granted by subsection (a) of this section shall not 
extend to the following acts performed as an officer or employee of the United 
States by any person so appointed, employed, or utilized: (A) The negotiation or 
execution of, or (B) the making of any recommendation with respect to, or (C) 
the taking of any other action with respect to, any individual application or con- 
tract for reinsurance of a health service prepayment plan operated or sponsored 
by the private employer of such person or by any corporation, joint stock com- 
pany, association, firm, partnership, or other business entity in the pecuniary 
profits or contracts of which such person has any direct or indirect interest. 

(2) The exemption granted by subsection (a) of this section shall, during the 
period of such appointment, employment, or utilization and the further period 
of two years after the termination thereof, not extend to the prosecution or 
participation in the prosecution, by any person so appointed, employed, or utilized, 
of any claim against the Government involving any individual application or 
contract for reinsurance concerning which the appointee had any responsibility 
during the period of such appointment, employment, or utilization. 


REGULATIONS 


Sec. 107. (a) The Secretary shall make such regulations as he may deem 
necessary to carry out the purposes of this Act. 

(b) Except as may be specifically provided for in this Act, nothing in this Act 
shall be construed to authorize the exercise of any supervisory or regulatory 
control over any carrier, or over any hospital or other health facility or per- 
sonnel furnishing personal health services covered by a participating health 
service prepayment plan. 


TITLE II—STUDIES AND ADVISORY AND INFORMATIONAL SERVICES 


Sec. 201. The Secretary is authorized to conduct studies and collect informa- 
tion concerning the organizational actuarial, operational, and other problems of 
health service prepayment plans and their carriers, make available through 
publications and other appropriate means the information so collected and the 
results of such studies, and provide to carriers and sponsors of health service 
prepayment plans, on request and without charge, organizational and other tech- 
nical advice and information, including information on morbidity and organiza- 
tional methods. 

Sec. 202. There are hereby authorized to be appropriated for the purposes of 
this title such sums as may be necessary. 


TITLE III—REINSURANCE OF HEATH SERVICE PREPAYMENT PLANS 
AUTHORITY TO REINSURE 


Sec. 301. (a) If, in the judgment of the Secretary, reinsurance with respect 
to any kind or type of health service prepayment plan, upon terms and condi- 
tions and at premium rates comparable to those offered pursuant to this title, 
is needed to promote the purposes of this Act and is not available from private 
sources to an extent adequate to promote such purposes, the Secretary is author- 
ized, subject to the provisions of this title and to such terms and conditions as 
may be prescribed under the authority of this title, to reinsure, on behalf of 
the United States, any carrier with respect to such a health service prepayment 
plan submitted by it. 

(b) For the purpose of this title, the term “health service prepayment plan” 
shall not include so much of any plan, or of any risk insured pursuant to such 
plan, as is covered by reinsurance other than reinsurance granted pursuant to 
this title. 


APPLICATIONS FOR REINSURANCE 


Sec. 302 (a) Any carrier desiring reinsurance under this tile with respect to 
a health service prepayment plan shall file with the Secretary an application 
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for such reinsurance. Such application shall be in such form and contain or 
be supported by the information required pursuant to section 305 and such 
additional information as the Secretary may require, and shall contain or be 
accompanied by a full description of the plan, including specimen ccpies of the 
kinds of insurance policies or subscriber contracts covered by the plan, and in- 
cluding, in the case of a plan within the scope of the proviso to section 101 (e) 
(2), any applicable contract or arrangement between the applicant carrier and 
the provider or providers to whom payments for personal health services covered 
by the plan are to be made (or between the applicant carrier and another carrier 
through whom payments to such provider or providers are to be made), which 
contract or arrangement fixes the basis upon which such payments are to be 
made. 

(b) Such application shall, further, contain or be supported by an agreement 
by the applicant undertaking, in the event of approval of the plan for reinsur- 
ance, (1) to pay the premium charges for such reinsurance required under this 
title when due, (2) to comply at all times with applicable provisions of State 
law governing the operations of the carrier with respect to the plan, (3) to make 
such reports concerning its operations under the plan, in such form, and con- 
taining such information related thereto as the Secretary may from time to time 
reasonably require, and (4) to comply with the applicable provisions of the rein- 
surance contract. 

(c) Any carrier desiring a renewal of reinsurance under this title shall file 
with the Secretary an application for such renewal, which application shall, ex- 
cept as otherwise provided by or pursuant to regulation, contain or be supported 
by such information, and such agreements and assurances as are required in the 
ease of an initial application for reinsurance. 


TERMS AND CONDITIONS OF APPROVAL FOR REINSURANCE 


Sec. 303. (a) The Secretary may prescribe such terms and conditions gov- 
erning the approval, for reinsurance, of health service prepayment plans under 
this title as he finds will best promote the purposes specified in section 1, includ- 
ing, but not limited to, such reasonable requirements, provisions, or limitations 
as he may from time to time by regulation prescribe for all carriers or particular 
classes of such carriers, or for all or particular classes of health service prepay- 
ment plans or policies or subscriber contracts issued pursuant thereto, or both, 
with respect to— 

(1) the kinds and types of health service prepayment plans which will 
be eligible for reinsurance, taking into consideration the purposes declared 
in section 1, with special emphasis upon the objective of encouraging ex- 
perimentation designed to extend or adapt the prepayment method to sub- 
stantive problem areas or geographic areas for which that method is in any 
significant respect new, untried, or not yet fully effective or widely available 
on reasonable terms, such as (A) coverage of classes of individuals for 
which protection through such health service prepayment plans appears to 
be feasible but is not adequate, or (B) the offering of protection in com- 
munities or areas in which such protection (in the respects in which it is 
offered) is not adequately available on a prepayment basis, or (C) a cover- 
age of benefits or srevices which, either as to type, range, amount, or dura- 
tion of such benefits or services, is not otherwise (generally or in a given 
area) widely available through such plans on an adequate basis; 

(2) minimum ranges of health conditions to be covered by the plan, mini- 
mum provisions as to the kind, quantity, and duration of health services to 
be covered or provided under the plan, and safeguards against undue ex- 
clusions of health services or health conditions from coverage or against 
any other undue exclusions or limitations ; 

(3) deductible amounts and maimum liability amounts, if any, provided 
or to be provided for in the plan; 

(4) waiting periods as a condition of entitlement of health service 
benefits ; 

(5) plan provisions which require that a given portion of the cost of per- 
sonal health services or of expenditures therefor, covered by the plan, be 
borne by the policyholder, subscriber, or beneficiary ; 

(6) plan provisions, in the case of plans within the scope of the proviso 
to section 101 (e) (2), as to costs or charges of providers of personal health 
services payable by the carrier, to the extent that, in the judgment of the 

Secretary, such regulations are necessary to protect the Fund against abuses 
or arbitrary cost increases during a reinsurance term ; 
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(7) the duration, cancellability, and renewability of policies or subscriber 
contracts issued pursuant to the plan; and 

(8) other policy provisions bearing on the need for limiting reinsurance 
under this title to plans which will promote the purposes of this Act. 

(b) Notwithstanding the provisions of subsection (a) or any other provi- 
sion of this Act, the Secretary shall not exercise any control whatsoever over 
the carrier’s premium or subscription charges under a health service prepayment 
plan, except that he shall not approve for reinsurance any such plan if in the 
Secetary’s judgment (1) the carrier’s premium or subscription charges there- 
under are such as to cause the plan to be financially unsound or are otherwise 
arbitrary or unreasonable, or (2) the allocation of such premium charges by the 
carrier pursuant to section 305 (c) as between risks to be reinsured and risks 
not to be reinsured is arbitrary or unreasonable. 

(c) No term, condition, requirement, provisions, or limitation, or amendment 
thereto, prescribed pursuant to subsection (a), shall, if inintially effective less 
than ninety days prior to the date of approval of an application for initial rein- 
surance with respect to a plan, or less than ninety days prior to the date of 
approval of an application for renewal of such reinsurance, be applicable to 
such plan, without the carrier’s consent, during the term of such initial rein- 
surance or of such renewal, as the case may be, but the same shall be applicable 
to any subsequent renewal of such reinsurance. 

(d) The Secretary shall not approve for reinsurance any health service pre- 
payment plan which contemplates that medical or dental care or treatment be 
furnished by the applicant for reinsurance through salaried physicians of den- 
tists in the employ of such applicant unless the Secretary is satisfied that such 
applicant has an organizational structure which vests control over the manner 
in which medicine and dentistry are practiced, in connection with the health 
services concerned, solely in duly licensed members of the professions involved. 

Sec. 304. If the Secretary finds (a) that the applicant carrier is operating 
and proposes to operate according to law; (b) that the carrier is financially 
sound and that its financial policies and manner of operation or proposed opera- 
tion entitle it to public confidence; (c) that the application, the health service 
prepayment plan submitted for reinsurance (or for renewal of reinsurance), 
the policies and contracts the carrier proposes to issue or has already issued 
under the plan, and the carrier’s proposed method of operations comply with the 
requirements of this title and with the terms, conditions, requirements, pro- 
visions, or limitations prescribed pursuant to this title; (d) that the plan is 
sound: (e) that the carrier has agreed to the premium rates for reinsurance 
fixed with respect to such plan pursuant to section 306 for the term of reinsur- 
ance covered by the application; and (f) that reinsurance of such plan pursuant 
to this title will promote the purposes of this title, the Secretary is authorized 
to approve the application for reinsurance (or for renewal of reinsurance) 
and, in the event of such approval, to issue to the carrier a certificate stating 
that, with respect to the health service prepayment plan described in the appli- 
cation, the carrier is reinsured to the extent provided in this title and in accord- 
ance with the tenor of. and for the period specified in, the certificate: Pro- 
vided, That, if the carrier has outstanding health service policies or contracts 
under the plan at the time of such approval, the certificate of reinsurance shall 
not be issned unless and until the initial premium for reinsurance as specified 
in section 306 has been paid. 


SCOPE AND EXTENT OF REINSURANCE OBLIGATION 


Sec. 805. (2) (1) The issuance of a certificate of reinsurance pursuant to this 
title shall give rise to a contract between the applicant carrier and the United 
States, whereby the United States is obligated, upon payment of all reinsurance 
premium charges required pursuant to this title and upon compliance by the car- 
rier with the other applicable terms, conditions, and requirements specified in or 
pursuant to this title, to pay to such carrier, for each year during the term of 
such reinsurance, from the fund (or from the appropriate account established 
under section 308), 75 per centum of the carrier’s reinsured costs incurred in 
such year under the plan covered by the certificate of reinsurance. 

(2) Except as otherwise provided in and pursuant to subsection (b) for cer- 
tain plans and carriers, the carrier’s reinsured costs incurred under a reinsured 
plan in a given year shall be that amount, if any, by which— 

(A) the carrier’s aggregate benefit costs, incurred during such year under 
its health service prepayment policies or subscriber contracts issued under 
and in conformity with the reinsured plan, exceed 
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(B) (i) the carrier’s aggregates premium income earned ‘under the rein- 
sured plan in such year, as reduced by (ii) the amount of the applicable 
administrative-expense allowance. : 

The administrative-expense allowance applicable to a given year with rgspect 

to a reinsured plan shall be determined by multiplying the carrier's aggregate 

premium income earned during such year under the reinsured plan by the appli- 
cable administrative-expense-allowance factor predetermined for such plan under 

paragraph (3) of this subsection. ; j 

(3) (A) The “administrative-expense-allowance factor” applicable to a given 

carrier and health service prepayment plan with respect to a given initial or 
renewal term of reinsurance shall be seven-eighths of that ratio, approved by 
the Secretary, which the carrier, as a part of its application for initial reinsurance 
or renewal of reinsurance of such plan, as the case may be, estimates to be the 
ratio which its annual administrative expenses, to be incurred in connection with 
the plan, will bear to its annual premium income to be earned under the plan: 
Provided, That when so required by the Secretary in order to prevent distortion, 
such ratio shall be an average ratio estimated with respect to such period of 
vears, not in excess of three, as may be specified in regulations. 
’ (B) The Secretary shall approve the carrier’s estimate of the ratio of its 
annual incurred administrative expenses to its annual earned premium income, 
submitted under subparagraph (A) of this paragraph, unless in the Secretary’s 
judgment the carrier’s estimate or the method by which such estimate was made 
is not a reasonable or bona fide one, in which event the Secretary shall not give 
such approval and shall not issue or renew such reinsurance, but such approval 
may be given if the carrier furnishes an amended estimate which in the judg- 
ment of the Secretary is not subject to such objection. 

(b) In the case of any health service prepayment plan which is operated, 
exclusively or to a substantial extent, either (1) on the basis of personal health 
services to be furnished by the carrier directly through its own staff or indirectly 
through the staff of an affiliate of the carrier, or (2) on the basis of payments to 
be made by the carrier to a provider of personal health services which is an 
affiliate of the carrier, the provisions of paragraphs (2) and (3) of subsection 
(a) shall not apply, but the Secretary shall by regulation prescribe for such 
plans (which otherwise meet the requirements of this title) the scope and extent 
of the reinsurance obligation which shall apply to them, with a view to making 
available for such plans reinsurance which, with due regard to the inherent dif- 
ferences between them and other types, will in the Secretary’s judgment achieve 
for such plans reinsurance protection reasonably comparable in scope and extent 
to that provided for plans fully subject to subsection (a). 

(c) If a plan covered by an application for reinsurance includes, in policies 
or subscriber contracts issued or to be issued under the plan, benefits of a type 
not specified in section 101 (e), reinsurance granted under this title and the 
provisions of this section for determining the scope and extent of the reinsurance 
obligation shall not be deemed to extend to so much of such plan (or of the bene- 
fit or other costs or expenses incurred or premium income earned in connection 
with such plan) as relates to such benefits and the plan shall specify how much 
of the subscription charge or premium charged or chargeable by the carrier under 
such policy or subscriber contract shall be attributable to such extraneous bene- 
fits and how much to benefits within the purview of this title, and only the latter 
shall be regarded as premiums or subscription charges for the purposes of this 
title. 

(d) In the event that a reinsured carrier’s liability with respect to risks 
insured or underwritten by it under a reinsured health service prepayment plan 
is reduced or extinguished by reason of the operation of, or proceedings under, a 
Federal or State bankruptcy or insolvency law, payments of reinsurance pursuant 
to this title shall nevertheless be applied by the carrier or by the officer acting 
for it to the satisfaction of the obligations otherwise arising under the plan, to 
the exclusion of other creditors. 

(e) (1) If so specified by regulation with respect to all or a class of carriers 
or plans, when a single carrier has more than one health service prepayment plan 
reinsured under this title for the same reinsurance term, the experience under 
any two or more such plans of such carrier with respect to the same year shall 
be combined for the purposes of this section and a determination made as to the 
amount if any, of a combined net reinsurance payment owing under this title. 

(2) (A) The duration of an initial or renewal term of reinsurance of. a plan 
pursuant to this title shall be for such period (hereinafter referred to as the 
“regular reinsurance period”) as may be specified in the certificate of reinsurance 
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pursuant to regulations, but, if so specified by or pursuant to regulation, such 
initial or renewal term of reinsurance shall, with respect to each policy or sub- 
scriber contract issued or renewed under the plan during the regular reinsurance 
peried and running beyond such regular reinsurance period, be deemed to con- 
tinue for such further period (hereinafter referred to as the “extended reinsur- 
ance period” for such policy or subscriber contract) as may be specified by or 
pursuant to such regulations. 

(B) If an extended reinsurance period or periods are specified as authorized 
by subparagraph (A) of this paragraph, the Secretary may further, by or 
pursuant to regulation, incorporate in the reinsurance contract a provision for 
combining the carrier’s experience under the reinsured plan during the regular 
reinsurance period with its experience under such plan during the extended rein- 
surance period or periods, and for determining upon expiration of the last of 
such extended periods, on the basis of such combined experience in lieu of the 
annual basis specified in subsection (a), the amount of the reinsurance obliga- 
tion, if any, owing to the carrier. 

(C) In the event of a renewal of reinsurance of a plan after an initial term 
of reinsurance or after a prior renewal term of reinsurance, the Secretary is 
authorized to specify as a part of the reinsurance contract, by or pursuant to 
regulation, that policies or subscriber contracts issued or renewed under the 
plan during, but running beyond, the regular reinsurance period of any such 
prior reinsurance term shall, to the extent provided in or pursuant to such regula- 
tion, be treated for reinsurance purposes as if issued or renewed during such 
subsequent renewal term of reinsurance, in lieu of the application of an extended 
reinsurance period or periods to such prior reinsurance term with respect to 
such policies or subscriber contracts. 

(f) No substantive regulation, or amendment thereto, prescribed under this 
section shall, if initially effective less than ninety days prior to the date of 
approval of an application for initial reinsurance with respect to a plan, or less 
than ninety days prior to the date of approval of an application for renewal of 
such reinsurance, be applicable to such plan during the term (including any 
extended period of such term pursuant to subsection (e) (2) of this section) of 
such initial reinsurance or of such renewal, as the case may be, if less favorable 
to the carrier than the regulations theretofore in effect, but such regulation or 
amendment shall be applicable to any subsequent renewal of such reinsurance. 

(zg) A contract of reinsurance under this title shall not give rise to any 
liability of the United States beyond the funds which from time to time shall 
stand to the credit of the fund, except that, if the authority to establish accounts 
within the fund is exercised pursuant to section 307, such liability shall be 
limited to the appropriate reinsurance account within the fund in accordance 
with the provisions of that section. 

(h) For the purposes of this section— 

(1) The term “administrative expenses” includes all expenditures and charges 
incurred by a carrier in connection with a health service prepayment plan, except 
(A) benefit costs, (B) amounts set aside for reserves or contingencies, and (C) 
dividends, refunds, or distribution of profits, and such administrative expenses 
may be more particularly defined by the Secretary ; 

(2) The term “affiliate”, in reference to a carrier. means any person, partner- 
ship, or juristic or business entity which directly or indirectly, by legally enforce- 
able means or otherwise, owns or controls, or is owned or controlled by the 
carrier, of which, together with the carrier, is directly or indirectly, by legally 
enforceable means or otherwise, owned or controlled by the same interests as 
the carrier ; 

(3) The terms “annual” and “year” refer to a calendar year or, alternatively, 
such continuous period of twelve months as may be provided by regulation ; 

(4) The term “benefit costs” means, with respect to a health service pre- 
payment plan, payments incurred by the sponsoring carrier. either directly to 
providers as payment for personal health services furnished by them to bene- 
ficiaries under the plan or to others as indemnification or reimbursement with 
respect to expenditures incurred by them for such services and indemnifiable 
or reimbursable under the plan ; 

(5) The term “premium income” means the sum of (i) gross premiums or 
subscription charges earned and (ii) policy fees earned under or with respect 
to policies or subscriber contracts issued under a health service prepayment 
plan, without regard to dividends declared and without regard to experience 
rating refunds; and 

(6) The terms “incurred” and “earned”, in reference to expenditures or in- 
come related to an accounting period, mean “allocable to” such period in ae- 
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cordance with generally recognized insurance accounting principles, whether or 
not paid or received during such period, and without regard to reduction or ex- 
tinguishment of liability by reason of the operation of, or proceedings under, 
Federal or State laws pertaining to bankruptcy or insolvency. 
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PREMIUM CHARGES FOR REINSURANCE 


Sec. 306. (a) The Secretary shall, pursuant to regulations, require the pay- 
ment of premium charges for reinsurance under this title. Such charges shall, 
by or pursuant to regulation, be fixed, in accordance with actuarial principles, 
as a percentage of the carrier’s premium income (as defined in section 305) 
: under the reinsured plan or on such other equitable basis as may be specified 

by regulation, and may be so fixed at different rates for the different carriers 
y and for the different health service prepayment plans to be reinsured as to reflect 
; the respective hazards. In the fixing of premium rates, regard shall be had to 
3 the objective of, on the one hand, making the reinsurance program self-sustaining 
over a reasonable term and, on the other hand, stimulating and encouraging 
plans which will promote the purposes and objectives declared in section 1 and 
section 308 (a) (1). 

(b) The applicable premium rate in effect on the initial effective date of a 
certificate of reinsurance issued to a carrier, or on the effective date of renewal 
of the reinsurance term specified therein, shall remain applicable to the rein- 
sured plan during such initial term or renewal term, respectively, including any 
extended period of such term pursuant to section 305 (e) (2), except that (1) 
the Secretary may, if premium rates have been reduced for future reinsurance 
of comparable risks, and if the condition of the fund or of the account subject 
to the risk permits, reduce accordingly the reinsurance premiums payable with 
respect to the plan by such carrier for subsequent installments, and (2), if the 
carrier desires to amend its reinsured plan during a current reinsurance term, 
the Secretary may, if in his judgment such amendment would affect the rein- 
surance hazard, condition his consent to such amendment on the carrier’s agree- 
ment to a change in the reinsurance premium rate. 

(c) Premiums for reinsurance shall be payable at such times, for such periods, 
and in such manner as the Secretary shall by regulation prescribe. 

(d) All premiums received for reinsurance under this title shall be covered 
into the fund and, if reinsurance accounts are established in the fund pursuant to 
section 307, shall be credited to the appropriate account. 
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REINSURANCE FUND 


Sec. 307. (a) There is hereby created in the Treasury of the United States a 

Health Service Prepayment Plan Reinsurance Fund which shall be used by the 
Secretary to carry out the provisions of this title. 

(b) There shall be paid into the fund, and the fund shall consist of, all re 

3 insurance premiums received under this title, capital advances made to the fund 

; pursuant to section 308, investments of moneys in the fund and the return from 

i such investments, and any other moneys or assets derived by the Secretary from 

operations arising out of the reinsurance provisions of this title. Subject to the 


} provisions of subsection (c), all moneys in the fund shall, upon requisition by the 
Secretary, be available, without fiscal-year limitation, (1) for making reinsurance 
a payments pursuant to this title, (2) for repayment of advances made to the fund 
' pursuant to section 308, (3) for payments of interest pursuant to section 308, and 
: (4), for any fiscal year beginning after June 30, 1959, for defraying the expenses 
of administration incurred by the Secretary in connection with the reinsurance 
; provisisons of this Act. 
' (c) The Secretary is authorized in his discretion, if he finds that the purposes 
: of this title will thereby be promoted, to establish within the fund, by or pursuant 


to regulation, one or more special reinsurance accounts and, in that event, 
to allocate to such accounts plans thereafter reinsured or for which reinsurance 
is thereafter renewed, and, with the consent of the sponsoring carrier with respect 
; to a reinsurance term then current, plans theretofore reinsured. If such a special 
i account or accounts are established, any plan not so allocated to a special account 

shall be allocated to a general reinsurance account to be established by the 
Secretary within the fund, and any liability of the United States arising with 
respect to a reinsured plan shall be limited to the general or special account to 
which such plan has been allocated. Each such special account and the general 
account shall be credited with the reinsurance premiums paid with respect to 
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plans allocated to such account, its share of the earnings of the fund, advances 
of capital made to such account pursuant to section 308, and any other income 
of the fund attributable to such account, and shall be charged with all payments 
of reinsurance under this title with respect to plans allocated to such account, 
repayments of advances requisitioned for the use of such account pursuant to sec- 
tion 508, interest payable pursuant to section 308, and its share of administrative 
expenses for any fiscal year beginning after June 30, 1959, as provided in sub- 
section (e). 

(d) (1) The Secretary may authorize the Secretary of the Treasury to in- 
vest and reinvest such portions of the fund as the Secretary may determine to 
be in excess of current needs in any interest-bearing securities of the United 
States or in any securities guaranteed as to principal and interest by the United 
States, and the income therefrom shall constitute a part of the fund. 

(2) Notwithstanding the establishment of accounts pursuant to subsection (c), 
the fund shall be invested as a single fund but each reinsurance account shall be 
eredited quarterly on March 31, June 30, September 30, and December 31 of each 
year, on the basis of the average daily balance of such account, with a propor- 
tionate part of the earnings of the fund for the quarter ending on such date. 

(e) If accounts are established pursuant to subsection (c), there shall like- 
wise be established within the fund, on July 1, 1959, an administrative expense ac- 
count, and moneys required for the expenses of administration of this title shall 
for each fiscal year, from time to time, be transferred by the Secretary from the 
several reinsurance accounts to the administrative expense account in such pro- 
portions as the Secretary finds to be equitable. Moneys remaining unobligated in 
the administrative expense account at the close of the fiscal year may be retrans- 
ferred to the respective reinsurance accounts in such proportions as the Secre- 
tary finds to be equitable. 


ADVANCES TO THE FUND 


Sec. 308. (a) There is authorized to be appropriated to a capital-advance 
account to be established without fiseal-year limitation in the Treasury for this 
purpose, $25,000,000. From any balance in such account there shall from time 
to time be transferred to the fund (or to any account within the fund), as 
advances of capital, such amounts as the Secretary determines are required 
for the purposes of the fund (or of such account within the fund). 

(b) Until all advances to the fund (or to an account within the fund) made 
pursuant to subsection (a) have been repaid through credits as provided in 
this subsection, the Secretary shall, at least annually, determine any balance 
in the fund (or in such account) in excess of an amount determined by the 
Secretary to be necessary for the requirements of the fund (or of such account), 
and such balance shall be transferred to the capital-advance account and the 
amount thereof shall be credited against such advances and shall again be avail- 
able for advances pursuant to subsection (a). 

(c) At the close of each fiscal year, the Secretary shall pay into the Treasury 
from the fund (or from the anrpropriate account within the fund), as mis- 
cellaneous receipts, interest on the amount of any advances made to the fund 
(or to an account within the fund) pursuant to subsection (a) which has not 
been repaid as provided in subsection (b). The Secretary of the Treasury shall 
determine the applicable interest rate annually in advance, such rate to be 
caleulated to reimburse the Treasury for its costs in connection with such unre- 
paid advances, taking into consideration the current average interest rate on 
outstanding marketable long-term obligations of the United States. 


PAYMENT OF REINSURANCE CLAIMS 


Sec. 309. (a) Any carrier claiming to be entitled to a reinsurance payment 
pursuant to the provisions of this title and according to the tenor of the 
reinsurance certificate shall furnish such proof of claim, upon such form, and 
within such period of time after the accrual of the c'aim as the Secretery mav 
by regulation require. No judicial action on such claim shall be brought until 
such claim has been administratively denied by the Secretary, and the running 
of the period for the commencement of such judicial action against the United 
States specified in section 2401 of title 28, United States Code, shall, if such 
claim be field within such period in accordance with this section, be suspended 
from the date of filing until the claim has been administratively denied by the 
Secretary and for sixty days thereafter: Provided, That such claim shall be 
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deemed to have been administratively denied if not acted upon within six 
months after the date of such filing, unless the Secretary for good cause shown 
has otherwise agreed with the claimant. 

(b) Any claim for a reinsurance payment which is not paid within six 
months after proof of claim, as required by regulation, has been filed shall, 
except as to any amount which is tendered by the Secretary as admittedly owing 
or as a Settlement of a disputed claim, bear interest at 4 per centum per annum 
until paid. 

(c) (1) Any claim for a reinsurance payment under this title which the 
Secretary finds to be due and payable, and any judgment of a court of com- 
petent jurisdiction based upon a claim for a reinsurance payment under this 
title, which judgment has become final and conclusive, shall be paid by the 
Secretary from any unobligated moneys in the fund or in the appropriate 
account chargeable therewith. 

(2) Whenever, for the purpose of a proof of claim filed pursuant to this 
section, the carrier’s reinsurance claim for a given period is,computed in whole 
or in part on the basis of an estimate of the carrier’s benefit costs (as defined 
in section 305) incurred in such period but not yet due and payable or paid 
by the carrier, the Secretary shall not make final payment with respect to so 
much of such part as is based on such estimate, but in such cases the Secre- 
tary is authorized, in accordance with regulations, to approve tentatively, and 
to make a tentative payment on the basis of, so much of such estimate as the 
Secretary finds is reasonable and conservative, subject to adjustment in favor 
of or against the carrier when it is finally determined that such estimated 
costs either have become due and payable by the carrier or have not in fact 
been incurred, and the carrier shall be obligated, in the event of any such 
adjustment against the carrier, to repay to the Secretary, for the fund, the 
excess of the amount tentatively paid to the carrier over the amount finally 
found to have been payable to the carrier as reinsurance. 

(3) In cases in which the carrier’s experience under the plan during the regu- 
lar and extended periods of a reinsurance term is to be combined pursuant 
to paragraph (2) (B) of section 305 (e), the reinsurance contract may, if 
deemed appropriate by the Secretary, provide, pursuant to regulation, for 
making annually during the combined period a tentative determination on the 
basis of the elapsed portion of the combined experience aud for making annual 
tentative adjustments on the basis of such determinations either in favor of 
the carrier or by refund to the Secretary (for payment into the fund), as the 
case may be, with a final adjustment and payment to or by the carrier after 
expiration of the whole of such combined period. Nothing in this paragrapk 
shall be construed to limit the authority of the Secretary to proceed pursuant to 
paragraph (2) of this subsection upon the expiration of such combined period. 

(d) (1) For the purposes of this section, the question whether benefit costs 
have become due and payable shall be determined without regard to any extin- 
guishment or reduction of liability of the carrier, under policies or subscriber 
contracts issued pursuant to the reinsured health service prepayment plan, by 
reason of the operation of, or proceedings under, Federal or State laws pertaining 
to bankruptcy or insolvency. 

(2) Reinsurance payments made under this title shall not be subject to dis- 
tribution or application under any Federal or State law pertaining to bank- 
ruptey or insolvency, except in satisfaction of claims for services or money 
payments arising under policies or subscriber contracts issued pursuant to the 
reinsured health service prepayment plan with respect to which such reinsurance 
was paid. 


INVOLUNTARY TERMINATION OF REINSURANCE 


Sec. 310. Upon any ground specified in regulations in effect not less than 
ninety days prior to the commencement of any initial or renewal term of rein- 
surance, the Secretary may, prior to the normal expiration of such term, termi- 
nate the reinsured status of a health service prepayment plan with respect to 
policies or subscriber contracts issued pursuant to such plan after a future date 
specified by the Secretary in the notice of termination. 


ACTIONS BY POLICY HOLDERS OR SUBSCRIBERS 


Src. 311. No policyholder or subscriber under a policy or contract issued pur- 
suant to a reinsured health service prepayment plan shall, by virtue of the 
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reinsured status of such plan, be deemed to have any cause of action against 
the United States or the Secretary or any claim against the fund, but all such 
persons must look solely to the carrier. 


APPROPRIATIONS 


Sec. 312. For a transitional period of five fiscal years beginning July 1, 
1954, there are authorized to be appropriated from the general fund of the 
Treasury such sums as may be necessary to defray the expenses of adminis- 
tration of this title. 

TITLE IV—MISCELLANEOUS 


LEGAL POWERS AND RESPONSIBILITIES 


Sec. 401. (a) With respect to matters arising by reason of title III, or such 
as it may hereafter be amended, the Secretary shall, in addition to other powers 
conferred by this Act, have power— 

(1) to enforce, pay, or compromise, any claim on, or arising because of, 
operations under such title, and (2) to enforce, pay, compromise, waive, or 
release any right, title, claim, lien, or demand, however acquired under 
such title. 

(b) The Secretary is authorized, on request or on his own motion, to hold 
such hearings and to conduct such investigations and other proceedings as he 
may deem necessary or proper for the administration of this Act and, in the 
course of any such hearing, investigation, or other proceeding, may administer 
oaths and affirmations, examine witnesses, and receive evidence, whether or not 
such evidence is admissible under rules of evidence applicable to court pro- 
cedure. 

(c) The Secretary is authorized to determine the character and necessity of 
expenditures from the fund and the manner in which such expenditures are 
incurred, allowed, and paid, subject to provisions of law specifically applicable to 
wholly owned Government corporations. 

(d) In any action or claim against the United States arising under this title, 
the district courts of the United States shall have jurisdiction, without regard to 
the amounts involved, as in suits against the United States under section 1346 
(a) (2) of title 28, United States Code, and in accordance with the procedures 
applicable to such suits. 


ACCOUNTING AND AUDITS 


Sec. 402. The Secretary shall, with respect to the financial operations arising 
by reason of title ITI— 

(a) prepare annually and submit a budget program as provided for wholly 
owned Government corporations by the Government Corporation Control 
Act; and 

(b) maintain an integral set of accounts, which shall be audited annually 
by the General Accounting Office in accordance with principles and pro- 

cedures applicable to commercial corporate transactions, as provided by sec- 
tion 105 of the Government Corporation Control Act. 


ANNUAL REPORTS 


Sec. 403. The Secretary shall include in the annual report for the Department 
of Health, Education, and Welfare a complete statement with respect to opera- 
tions under this Act and with respect to the status of the fund. 


CRIMINAL PROVISIONS AND INJUNCTIONS 


Sec. 404. (a) The Congress hereby finds and declares that any representation 
to members of the public, made in connection with the promotion of the business 
of a carrier or broker, or as a part of any policy or subscriber contract issued 
under a health service prepayment plan, that such plan or policies or subscriber 
contracts are reinsured under this Act or that such reinsurance has been applied 
for, even if such representation is in accordance with fact, would tend to mis- 
lead potential policyholders or subscribers into believing that such reinsurance 
is a guaranty of the standing and solvency of the carrier and of its faithful com- 
pliance with the policy or subscriber contract or that such policy or subscriber 
contract is superior to those issued under plans not so reinsured, and thereby 
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to cause unfair competition with carriers which make no such representation or 
whose plans are not reinsured under this Act. The Congress, therefore, finds 
and declares that, in order to protect the public interest, safeguard the integrity 
of the purposes of this Act, and prevent the use of such representations for 
improper purposes, it is necessary to prohibit such representations except as 
authorized by and in conformity with regulations prescribed pursuant to this 
section. 

(b) (1) The Secretary shall by regulation prescribe the substance, forms, 
manner of display, manner of making, and manner of use of any sign, adver- 
tisement, or other representation, if any, which shall be authorized concerning 
reinsurance granted or applied for under this title. 

(2) Any carrier or broker, and any person acting or purporting to act for or 
on behalf of a carrier or broker, who, in or as a part of any policy or subscriber 
contract issued or offered by such carrier, or in connection with the promotion 
of such carrier’s or broker’s business, represents by any means or device what- 
ever, except as specifically authorized by regulations prescribed pursuant to para- 
graph (1) of this subsection, that such carrier, or any of its subscriber poli- 
cies or contracts, or the carrier’s health service prepayment plan or plans under 
which such contracts or policies are issued or offered by it, are reinsured under 
this Act or that application for such reinsurance has been made, shall, for each 
such offense, be punished as follows: A corporation, partnership, association, 
or other business entity, by a fine of not more than $1,000; an officer or mem- 
ber thereof participating or knowingly acquiescing in such violation or any 
individual violating this subsection by a fine of not more than $1,000 or imprison- 
ment for not more than one year, or both. 

(c) A violation of subsection (b) of this section may be enjoined at the suit 
of the United States Attorney, upon complaint by the Secretary or any person 
duly authorized by the Secretary. 

(d) Section 709 of title 18 of the United States Code (relating to false adver- 
tising and misuse of names to indicate Federal agency) is amended by insert- 
ing after the third paragraph thereof the following new paragraph: 

“Whoever falsely advertises or otherwise falsely represents by any means or 
device whatsoever, expressly or impliedly, that any insurance policies, sub 
scriber contacts, or undertakings for the furnishing of, or payment for, personal 
health services, or the health service prepayment plan or plans under which 
such policies, contracts, or undertakings, are issued, offered, or assumed, are 
reinsured under the Health Service Prepayment Plan Reinsurance Act or that 


, 


application for such reinsurance has been made; or’”’. 


APPOINTMENTS ABOVE GRADE GS-15 


Sec. 405. The Secretary, to the extent he deems it necessary and appropriate 
in order to carry out the provisions of this Act, is authorized to place not to 
exceed ten positions in grades above GS-15 without regard to the numerical 
limitations containded in section 505 of the Classification Act of 1949, as 
amended, but otherwise subject to the requirements of such action. 


EFFECTIVE DATE 


Sec. 406. This Act shall become effective on July 1, 1954, but nothing in this 
Act shall require the Secretary to receive or consider applications under title 
ITI before such date as the Secretary may determine. 


SHORT TITLE 


Sec. 407. This Act may be cited as the “Health Service Prepayment Plan Rein- 
surance Act”. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 24, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. 0. 

My Dear Mr. CHAIRMAN: This will acknowledge your letter of March 16, 
1954, requesting the views of the Bureau of the Budget on S. 3114, a bill to im- 
prove the public health by encouraging more extensive use of the voluntary pre- 
payment method in the provision of personal health services. 
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The President in his special health message to the Congress on January 18, 1954, 
said, “I recommend the establishment of a limited Federal reinsurance service to 
encourage private and nonprofit health insurance organizations to offer broader 
health protection to more families.” This measure, if enacted, should go far to 
accomplish the President’s objective. The bill is designed to provide reinsurance 
to cover the special additional risks involved in such broader protection. 

I am authorized, therefore, to advise you that enactment of S. 3114 is in accord 
with the program of the President. 

Sincerely yours, 
DONALD R. BELCHER, 
Assistant Director. 

Senator Purrett. Mrs. Hobby, we are happy to have you back with 

us today, and we would like to have your testimony. 


STATEMENT OF HON. OVETA CULP HOBBY, SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE, ACCOMPANIED BY NELSON A. 
ROCKEFELLER, UNDER SECRETARY OF HEALTH, EDUCATION, 
AND WELFARE; ROSWELL B. PERKINS, ASSISTANT SECRETARY 
OF HEALTH, EDUCATION, AND WELFARE; DR. CHESTER S&S. 
KEEFER, SPECIAL ASSISTANT TO THE SECRETARY FOR HEALTH 
AND MEDICAL AFFAIRS; THECDORE ELLENBOGEN, OFFICE OF 
THE GENERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE; AND ROBERT J. MYERS, CHIEF ACTUARY, 
SOCIAL SECURITY ADMINISTRATION, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Secretary Honsy. Thank you, sir. 

Mr. Chairman, before proceeding with my prepared statement, I 
should like to indicate for the record that Mr. Roswell B. Perkins, As- 
sistant Secretary, and Dr. Chester S. Keefer, Special Assistant for 
Health and Medical Affairs, will participate in the presentation of 
our testimony. 

Senator Purrett. We are very happy to have them. 

Secretary Horsey. And present to answer technical questions are Mr. 
Nelson Rockefeller, Under Secretary, Mr. Robert J. Myers, Chief 
Actuary of the Social Security Administration, and Mr. Theodore 
Ellenbogen, of the General Counsel’s office. 

Mr. Chairman and members of the committee, it is a pleasure once 
again to appear before you in support of a bill introduced by the 
distinguished chairmen of the Committee on Labor and Public 
Welfare. 

S. 3114 implements one of the President’s proposals for improving 
the health of the American people. This bill has as its objective the 
stimulation of voluntary health insurance plans to do a more effective 
job in providing protection for our people against the mounting costs 
of medical and hospital care. The device proposed to achieve this ob- 
jective is that of reinsurance. 

The President has repeatedly specified the general lines of attack 
his administration would take toward the problem of paying for health 
and medical care. He has rejected any step Cited socialization of 


medicine—or even of the means of paying for medical care. The 
course which he has proposed is to build on our existing system of 
private health insurance plans. 









































PRESIDENT’S HEALTH RECOMMENDATIONS 613 








In line with this policy, the President’s state of the Union address 
and his special message of January 18 on the health needs of the Nation 
recommended establishing a limited Federal reinsurance service to 
foster the growth of voluntary health prepayment plans. 

Tremendous strides have been taken in the development of a volun- 
tary system for the prepayment of medical expenses. Although these 
voluntary plans have developed at an amazing rate, they still pay a 
minor portion of our annual national medical bill. There is a wide 
area for expansion and improvement, as recent surveys have shown. 

It would be well to review some of these facts briefly at this time in 
order that we may have before us the proper background for discuss- 
ing this bill this morning. 

With your permission, Mr. Chairman, I would like to ask Dr. Keefer 
to show you some statistical charts. 

Senator Purret,. We would like to have Dr. Keefer do so. 

Good morning, Doctor. 

Dr. Kerrer. Mrs. Hobby, Mr. Chairman, gentlemen of the commit- 
tee, as the Secretary has stated, the purpose of this proposal is to stim- 
ulate and encourage the health service organizations and the private 
insurance carriers to achieve the two major goals of prepayment vol- 
untary insurance; that is, first to cover as many people as possible who 
can afford to purchase insurance on a voluntary basis, and, secondly, 
to provide sufficient benefits so that when sickness strikes it will pre- 
vent medical expenses from becoming a financial hardship and a bur- 
den to the family. 

It is generally acknowledged that much has been accomplished in 
the way of meeting the soaring medical costs in the past. 10 or 15 years 
through voluntary insurance, but if the goals are to be achieved much 
remains to be done in the future. 

I propose showing some charts that will illustrate three major 
points: 
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First, the growth of insurance protection ; 

Second, what is being accomplished at present ; and 

Third, an outline of areas for improvement. 

This first chart (A) shows the increase in insurance protection in 
three areas. 

Senator Purreii. Doctor, could you move that chart a little more 
at an angle there ? 

That is fine. Thank you very much. 

Dr. Kererer. To repeat, this first chart shows the increase of insur- 
ance protection during the past 15 years, and it is divided into 3 
parts: 

Insurance against some type of hospitalization ; 

Insurance against some expenses of surgical treatment; and 

Insurance against some expenses of medical care. 

There has been growth since 1939 in the hospitalization field from 
& million covered to 92 million persons; surgical insurance from 3 
million to 75 million; medical coverage—that is, nonsurgical cov- 
erage, usually in hospital—from practically none to 35 million people 
covered. 

In summary, then, you will note 92 million have some type of 
hospital insurance ; 63 million have no insurance. 

For surgical coverage, 75 million people have some surgical cov- 
erage ; but 80 million people have no surgical coverage. 

In the field of medical care, 35 million have coverage but 120 mil- 
lion people have no coverage. 

Now, the reasons for this rapid growth are many, but there are 
three major ones: 

First, dependents are now covered whereas in 1939 most of those 
covered were individuals—it should be noted that dependent children 
over 18 are not covered in group policies and other dependents, other 
than the spouse, are not covered in group policies. 

Then also there has been an increase in growth because the em- 
ployer has contributed more and more tow: ards the payment of the 
premiums. In some instances he pays the entire premium; in other 
instances he contributes a part of the premium. 

Third, people have become more health conscious and are inter- 
ested in purchasing insurance protection against unpredictable medi- 

cal care costs that may occur in any 1 year. 

To illustrate this point, I propose showing the second chart. 

This chart (B) is based on a survey by the Health Information 
Foundation, a survey of 2,809 families or 8,846 persons, and it is an 
estimate of the percent of family income spent on medical care in 
fiscal 1953. 

You will note that this is an estimate that is based on a study of 
2,809 families. 

The median amount spent in any one year was 4 percent of the 
family income. 

Twenty-nine million families spent under 5 percent of their in- 
come; 17 million spent between 5 and 20 percent, and 4 million 
incurred costs between 20 and over a semeiaed percent of the family 
income in any 1 year. 

This wide spread between under 5 percent and between 20 and over 
a hundred percent illustrates one of the reasons that many people are 
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FAMILY INCOME 
PERCENT SPENT ON MEDICAL CARE*FISCAL 1953 


NUMBER OF FAMILIES FAMILY INCOME 
4% ( MEDIAN) 
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20 -OVER 100% 
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anxious to purchase prepayment health insurance in order to pro- 
tect themselves and their families against the unpredictable costs of 
medical care. 

The next chart (C) illustrates the private expenditure for medical 
care in the United States in 1952. This represents 9.4 billion dollars 
of private expenditures in 1952, divided into the following items: 
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Hospitalization, $2.8 billion ; 

Physician services, $2.9 billion ; 

Medicines, appliances, $2.2 billion ; 

Dentist services, $1 billion; 

Nursing and other services, a half billion. 

Of this $9.4 billion spent for private expenditure, 17 percent, or 
$1.6 billion, is paid for by insurance. 

I should like to ask you to focus your attention on these two bars of 
chart D, hospitalization and physican services, because these are the 
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two items that are most frequently covered by some type of prepay- 
ment insurance. 

This gray bar illustrates that of the total expenditures for hospital- 
ization, $2.8 billion, 38 percent, or $1.1 billion, was paid by insurance. 

For physician services $2.9 billion—19 percent, or one-half billion 
dollars, covered by insurance. 

You will note that hospitalization insurance is covering more of the 
total bill than is being covered by physician services, so that there is 
a considerable gap between the total expenditures and the amounts 
covered by insurance. 

Let us turn attention now to the persons with no hospitalization 
insurance. 

You will recall that I mentioned a moment ago that there were 
63 million people who had no hospitalization insurance; there are 80 
million people do do not have any surgical insurance and 120 million 
people who don’t have any medical coverage, but this chart (E) 
simply illustrates the persons with no hospitalization i insurance, to be 
divided in three segments : 
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PERSONS WITH NO HOSPITALIZATION 
INSURANCE 


63 MILLION 
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This large blue segment includes farm families, workers in small 
firms, self-employed individuals, and those in casual employment. 

In general, the group enrollment is difficult in these various seg- 
ments and, since group enrollment is difficult, employer contribution 
toward the payment of premiums is also lacking. 

In this group, where there are no special coverage problems, you 
have people who do not choose to buy insurance for one reason or 
another. They are often students or people to use the phrase of the 
insurance people, “with the purse,” who are able to buy insurance but 
do not choose to do so. 

Senator Purrett. Doctor, may I interrupt ? 

You have earners there with a star. I can’t see all of that. A small 
number of aged are—what—in your footnote there? 

Dr. Kreerer. A small number of the aged are included in earners. 

Senator Purretn. Thank you. 

Dr. Kerrer. I was coming to this block, sir, which shows the aged 
and the chronically ill and those on public assistance, who are non- 
earners, but a small number of these people purchase insurance from 
the limited funds that are available to them. This chart illustrates, in 
general, the large segments of people who do not have hospitalization 
insurance. 

One other point that is of considerable interest in this connection, 
and that is that the distribution of hospitalization insurance is related 
to family income (chart F). 
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FAMILY INCOME GROUPS 
DISTRIBUTION OF HOSPITALIZATION INSURANCE* 
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INCOME HOSPITALIZATION INSURANCE 
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The percentage of persons covered with some type of hospitaliza- 
tion insurance, with incomes over $5,000 a year—71 percent; those 
between four and five thousand, 66 percent ; those between two and 
four thousand, 51 percent; and this figure I would like to underscore 
because it is an important one—of those 24 million persons with annual 
family income under two thousand, 25 percent have some type of 
hospitalization insurance. 

I believe that you would agree with me that there is room for 
improvement in all of these segments. 

Now, to turn to another chart (G) which shows the kinds of insur- 
ance carried by 59 percent of the population, hospitalization insurance 
only comprises about 12 percent of those who have some kind of insur- 
ance; another 20 to 25 percent covered by surgical and hospital bene- 
fits ; another 20 percent by medical, surgical, and hospital benefits, and 
then there is a small segment, about 3 to 4 percent, in which the cov- 
erage is comprehensive, and that includes hospital, surgical, and 
medical care expenses in and out of hospital. 

There is room for improvement to extend the benefits to include 
more comprehensive care, more hospital, surgical, and medical care, 
more surgical and hospital benefits. 

Chart H shows the scope of protection among insured families. 
Once again it is based on the Health Information Foundation Survey 
of the 2,809 families that I mentioned, and it is divided into three 
parts: The cost of hosiptalization, surgical expense, and a gross 
medical care. 

Hospitalization includes room and board, laboratory, the charges 
of drugs and diagnostic X-ray services. 

Surgical treatment is obvious. 
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G KINDS OF INSURANCE 
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Gross medical care includes hospital, physician, medical and appli- 
ances, dental and other medical services. 

Now, you will note that of the insured families who had bills in any 

one year 59 percent had between 80 and 100 percent of their hospital 
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bill covered by insurance; 20 percent had between 60 and 79 percent 
of their hospital bills covered by insurance. 

As far as surgical fees were concerned, 47 percent of families with 
surgical bills had between 80 and a hundred percent of the surgeon’s 
free paid by insurance. 

For gross medical care—that is comprehensive care—you will see 
that only approximately 8 percent had between 80 and a hundred per- 
cent of their bills paid for by insurance. 

At the present time hospitalization insurance is covering more of 
the hospital bill, percentagewise, than is surgical insurance or general 
medical care insurance. 

In summary, there has been considerable growth in prepayment 
voluntary health plans in the last 15 years; much has been accom- 
plished, but much needs to be done, and more people need to be covered, 
and the scope of the benefits needs to be broadened. 

Thank you. 

Senator Purre.ti. Thank you, Doctor. 

Mrs. Hobby. 

Secretary Horry. From what Dr. Keefer has described to you, it is 
clear that much remains to be done in the voluntary health insurance 
field. A large segment of our population has no insurance protection, 
and for many of those with some insurance the scope of the protection 
is not adequate. 

The expansion of the present coverage of prepayment plans must be 
vigorously pressed forward. To achieve the full potential of private 
plans, pioneering efforts must continue. Sponsors of health insurance 
plans must be encouraged to move forward in a spirit of practical 
experimentation, with a readiness to undertake new risks. 

We believe that the enactment of this bill, by providing an oppor- 
tunity for broader sharing of these risks, would hasten the expansion 
and improvement of voluntary health insurance plans. 


THE MAJOR PROVISIONS OF 5S. 3114 


I shall now describe the major features of the bill before you. Be- 
fore proceeding to the heart of the bill, which is title IIT, I should like 
to invite attention to certain significant provisions of titles I and IT. 

Title I, general: Title I contains not only essential definitions but 
also several broad administrative provisions. There are three sec- 
tions which we regard as very important. 

First, section 102 of the bill would establish a Nationary Advisory 
Council on Health Service Prepayment Plans, with 12 appointed 
members, one of whom would be designated as Chairman by the Secre- 
tary of Health, Education, and Welfare. 

The council would be charged with the general duties of advice, 
consultation and recommendation to the Secretary on matters of policy 
in connection with the administration of the act. 

Because of the highly technical nature of the program and the 
limited number of qualified persons upon whom we may call for 
technical advice, a limited waiver of certain conflicts-of-interest 
statutes is provided in the bill for members of the Advisory Council, 
as well as for special consultants. 

Second, in dutenuninine the qualifications of carriers for reinsur- 
ance, the Secretary is directed by section 104 of the bill to utilize to 
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the optimum extent the services and facilities of the State agencies 
that are responsible for supervising health insurance carriers. 

Recognizing that many companies conduct business in several 
States, the bill calls for the Secretary to endeavor to make arrange- 
ments for use of the appropriate agency in the carrier’s home State or 
principal place of business. 

Third, section 107 (b) of the bill forbids the exercise of any super- 
visory or regulatory control over any carrier, hospital, or any other 
facility or provider of services, except as specifically provided in the 
act. 

In connection with this provision I want to make it abundantly 
clear that we strongly believe that regulation of the insurance indus- 
try is and should remain a responsibility of the States. 

Senator Purrretn. Mrs. Secretary, the bill would give the Secretary 
broad powers with respect to the issuance of the regulations to carry 
out the purpose of the act, would it not ? 

Secretary Hossy. That is true, sir. 

Senator Purrett. Some people might think there might be some 
inherent danger in that. 

Secretary Hospy. We considered that very carefully, Mr. Chair- 
man, in trying to develop recommendations that would meet the pur- 
poses of this bill, that would not necessarily hamper or restrict the 
insurance company. 

Senator Purret.. That, I think, has been, Mrs. Secretary, the fear 
that is expressed, although not by too many. I haven’t heard it, as a 
matter of fact, strongly expressed, but some people felt it might per- 
haps be the entering wedge to Federal control of the insurance busi- 
ness in these provisions; and I am glad you have remarked about it, 
Mrs. Secretary. 

Secretary Hospy. May I just continue on that, because I do think 
it is such an important question, Mr, Chairman. 

Senator Purretz. If you will. 

Secretary Hossy. The discretionary authority with respect to the 

regulations contained in the bill is related to the rapidly changing 
character of health insurance 

It would be exceedingly difficult, if not impossible, to write detailed 
standards into the legislation. Furthermore, the standards are likely 
to need revision very frequently, and it is important to note that the 
bill contains abundant policy guides as to benefit standards, and I 
would refer you to section 303 (a). 

To assure you we had this in mind in writing the bill and were 
aware of the questions that might be raised, may the Under Secretary 
continue on that, Mr. Chairman ! 

Senator Purreiy. We will be very glad to have him do so. 

Secretary Rockeretter. Mr. Chairman, I think there have been 
some who have misunderstood the fact that the powers, the broad pow- 
ers, are not over the insurance company. They are over the Secre- 
tary’s management of the reinsurance program, which is a voluntary 
proposition. Therefore, she only has broad power to manage her 
own activities and not control any of the companies. 

Senator Purreti. Thank you very much. 

Secretary Hozsy. Title II of the bill contains certain provisions 
which are an important supplement to the reinsurance plan itself. In 









622 PRESIDENTS HEALTH RECOMMENDATIONS 


accordance with one of the President’s recommendations, this title 
authorizes the Secretary to— 

conduct studies and collect information concerning the organizational, actuarial, 
operational, and other problems of health service prepayment plans and their 
carriers, 

These studies would include the collection of much needed data on 
the incidence of sickness and its effects on the use of medical care facili- 
ties and services. 

The information collected would be made available to the public 
and to sponsors of health service prepayment a Upon request, 
health insurance carriers would be given specific technical advice on 
organizational methods and other matters. 

The purpose of these provisions of title II is to achieve a better 
understanding of the Nation’s medical care problem, of the techniques 
for meeting it through voluntary means, and of the actuarial risks in- 
volved. 

In support of these provisions, let me say that we are frequently 
reminded that the great gaps in our basic data are among the major 
obstacles to improvement and expansion of prepayment coverage. 

Reliable and reasonably current information is needed on the inci- 
dence of disease, on utilization rates for the various health services 
and on prepayment plan enrollment and organizational methods and 
problems. 

[t is especially important to gather information which will provide 
a firmer basis for the determination of premium rates in the areas in 
which carriers have had little or no experience. 

We believe that the service authorized under title II can help to 
fulfill these vital needs. 

In summary, the provisions of titles I and II relating to the 
Advisory Council, the use of State agencies, and the conduct of techni- 
cal studies are essential in developing a coordinated attack on the 
problems inherent in extending or improving voluntary health insur- 
ance. They will provide the tools for cooperative effort by Federal, 
State, and local agencies, public and private, and will assure that 
the broadest possible approach will be made to the problem. 

Title 111—Reinsurance of health service prepayment plans: I now 
turn to title III, the major part of the bill. In its simplest terms, Mr. 
Chairman, this title would establish a reinsurance fund designed to 
encourage and stimulate insurance carriers to broaden benefits and 
areas of service. 

Types of carriers eligible: Under the bill, a carrier may be an insur- 
ance company, a voluntary nonprofit association, such as Blue Cross or 
Blue Shield, or a cooperative or a partnership engaged in providing 
protection under a health service prepayment plan. 

I want to make clear our belief that all groups in the voluntary health 
insurance field can contribute to the development of broader and better 
benefits for more people. 

It should be noted that direct-service carriers would be eligible for 
reinsurance; that is, reinsurance would be available to prepayment 
plans which furnish medical or dental care or treatment through a 

salaried staff of physicians, surgeons, or dentists. However, in these 
cases we would first have to be satisfied that the carrier has an organi- 
zational structure which vests control over the manner in which medi- 
















* 


ERIE A 


ee 


a 


sale 


IM ok 








PRESIDENT’S HEALTH RECOMMENDATIONS 623 


cine and dentistry are practiced solely in duly licensed members of 
these professions. 

Approval of plans: The reinsurance program would be wholly vol- 
untary, and plans could be reinsured only on application by the carrier. 

Moreover, the bill is designed to assure that the Federal Government 
would not be competing with the insurance industry in the reinsurance 
field. No individual plan could be reinsured by the Federal reinsur- 
ance fund if it were already reinsured privately. Moreover, as a con- 
aoa 8 P . : P ] ~ ‘ 
dition of reinsuring any type of plan, the Secretary of Health, Educa- 

. y P . e e 
tion, and Welfare would be required to conclude that for plans of that 
particular type or kind, reinsurance was not available from private 
sources at comparable terms and rates to an extent adequate to promote 
the purposes of the reinsurance program. Thus, the Federal program 
would not be competing with private enterprise. 

The terms and conditions governing approval of the plans submitted 
for reinsurance, and the types and kinds of plans which will be rein- 
sured, would, in general, be determined by regulation. 

The bill directs that we take into consideration, in determining the 
types and kinds of plans eligible for reinsurance, the general purposes 
of the program, and that we give special emphasis to certain objectives. 

Here I wish to quote the provisions of the bill itself, beginning on 
iine 24 of page 13 and ending on line 15 of page 14. The bill would 
direct the Secretary to place— 

* special emphasis upon the objective of encouraging experimentation 
designed to extend to or adapt the prepayment method to substantive problem 
areas or geographic areas for which that method is in any significant respect new, 
untried, or not yet fully effective or widely available on reasonable terms, 
such as— 

(A) covering of classes of individuals for which protection through such 
health service prepayment plans appears to be feasible but is not adequate; or 

(B) the offering of protection in communities or areas in which such protec- 
tion (in the respects in which it is offered) is not adequately available on a pre- 
payment basis; or 

(C) a coverage of benefits or services which, either as to type, range, amount, 
or duration of such benefits or services, is not otherwise (generally or in a given 
area) widely available through such plans on an adequate basis * * * 

These words in the bill, perhaps better than the purpose clauses, 
themselves, indicate the direction in which we think the program 
should move. 

The specifications concerning the eligibility of plans for reinsur- 
ance might include requirements or limitations on such matters as: 

The ranges of health conditions to be covered by the plan; 

The kind, quantity, and duration of health services to be provided 
under the plan; 

Undue exclusions or limitations; 

Deductible amounts and maximum liability amounts; 

Waiting periods; and 

The duration, cancellability, and renewability of policies or sub- 
scriber contracts issued pursuant to the plan. 

These requirements, we must remember, would apply only to a 
carrier which voluntarily agrees to them as a part of the reinsurance 
contract involving a particular plan or plans of that carrier. Fur- 
thermore, although a plan would not be accepted for reinsurance if 
its rates were arbitrary or unreasonable, or such as to cause the plan 
to be financially unsound, the Secretary would not otherwise have 
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authority to exercise any control whatsoever over the carrier’s pre- 
mium or subscription charges under a health service prepayment plan. 
Finally, no substantive changes of regulations could, without the car- 
rier’s consent, apply during the current term of a reinsurance con- 
tract. 

There are very sound and important reasons for leaving to regu- 
lations, rather than setting forth in the statute itself, the standards 
of eligibility for health plans. 

The reinsurance program must be flexible if it is to serve as an in- 
strument for continuing improvement of health protection for our 
people. 

As more experience is obtained, as new groups are covered, and 
new types of benefit protection becomes feasible, standards will require 
adjustment. 

The authority delegated to the Secretary of Health, Education, and 
Felfare to establish regulations would be exercised within the frame- 
work of the program itself, as fixed by the statute; the policy guid- 
ance afforded by the provisions of the bill I have quoted and de- 
scribed; and the recommendations of the Advisory Council and con- 
sultants. Indeed, by leaving the detailed standards to regulation, the 
Congress would be en: abling the best thinking of insurance and health 
experts to be brought to bear at all times upon the problem of proper 
standards of eligibility. 

Assuming that a particular plan meets the requirements prescribed 
in the regulations, and that it is determined that the plan is sound and 
would promote the purposes of the act, the Secretary would still be 
required to make certain findings with respect to the carrier itself. 
These are: 

(a) That the carrier is operating according to State law; and 

(6) That the carrier is financi: ally sound and entitled to public con- 
fidence. 

In making these determinations the Secretary would, as I indicated 
in my testimony relating to title I, make optimum use of State insur- 
ance authorities. 

Reinsurance premiums: Premium charges to be paid by carriers for 
reinsurance of their plans would be fixed with the dual objective of 
making the program self. sustaining, and stimulating and encouraging 
plans which would further the purposes of the program. 

The bill does not specify a statutory reinsurance premium rate; 
rather, reinsurance premiums would be fixed at different rates for the 
different health service prepayment plans to be reinsured, so as to 
reflect, in accordance with actuarial principles, the respective hazards 
involved. It is only in this way, we believe, that the program can be 
run on a business-like and self-sustaining basis. 

Scope and extent of reinsurance obligation: Upon approval of a 
plan, a reinsurance certificate or contract would be issued to the car- 
rier. The contract would cover only a particular plan. Losses under 
other plans sponsored by the same carrier would not obligate the Fed- 
eral Government in any way, unless such other plans were also rein- 
sured. 

With respect to the actual liability of the Federal Government under 
a reinsurance contract, the bill establishes two principles: 
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(1) The reinsurance program would reinsure abnormal losses only ; 
that is, the abnormal losses of a carrier, in the aggregate, under a par- 
ticular reinsured plan. 

(2) The carrier would share in these abnormal losses. The rein- 
surance fund would undertake to meet only 75 percent of these losses. 

The abnormal losses would be those in excess of premium income, 
after making a reasonable allowance for the carrier’s administrative 
costs. This administrative expense allowance would be agreed upon 
for each plan at the time of the carrier’s application for initial rein- 
surance, or for renewal of reinsurance. 

Mr. Chairman, this is such a complicated point that I would like to 
indicate that charts will illustrate this point later. 

I want to emphasize that there would be, under the bill, no Federal 
liability to any individual policyholder. The only liability of the 
fund would be to carriers which have a reinsurance plan or plans, 
and then only for those plans. 

The reinsurance fund: The source from which reinsurance payments 
would be made is the reinsurance fund, which would be composed pri- 
marily of reinsurance premiums collected and of the earnings of the 
fund, 

The bill would authorize an appropriation of $25 million to a capi- 
tal-advance account in the Treasury. The appropriation would be 
available, without fiscal year limitation, as a line of credit for advances 
of working capital to the reinsurance fund. When the fiscal condition 
of the fund permits, such advances would be repayable to the capital- 
advance account in the Treasury. The amount so repaid would again 
be available to the fund if future advances should be needed. Pend- 
ing repayment of advances, the fund would pay interest thereon to the 
Treasury. 

All reinsurance premiums would be paid into the reinsurance 
fund. As I have indicated, these would be calculated with a view 
toward keeping the fund self-sustaining. 

One of the most important features of the bill to understand is that 
the Government’s reinsurance obligations would be limited to the 
moneys in the fund. It is not a subsidy-type plan with respect to re- 
insurance obligations, and there is no kind of open-ended authoriza- 
tion for this purpose. 

The bill also provides that the Secretary of Health, Education, and 
Welfare would have discretionary authority to establish within the 
fund special reinsurance accounts. For example, such accounts might 
be created for classes of plans, classes of carriers, or groups of asso- 
ciated carriers. If this authority were exercised, premium payments 
would be credited to, and the Government’s liability under a given 
contract of reinsurance would be limited to, the appropriate account. 

Other provisions: The bill would authorize appropriations from 
general revenues for administrative expenses for a transitional period 
of 5 fiseal years beginning July 1, 1954. This would permit the in- 
tensive preparation which must precede the acceptance of reinsurance 
applications. It would also give the fund several years of operation 
without being charged with administrative expenses, which may be 
disproportionate in the early years. After the 5-year period, such 
expenses would have to be borne by the fund. 

One final very important provision should be mentioned—section 
404, relating to advertising. We regard it as vital that every precau- 
462938-—54—-pt. 3 3 
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tion be taken to prevent any reference to the reinsurance program 
which could result in misleading the public as to the scope, purposes, 
or financial undertakings of the program. 

Two dangers exist : 

(1) Individuals who buy policies may think that reinsurance means 
a guarantee of benefit payments under any reinsured plan; and 

(2) Carriers which do not apply for reinsurance may be subjected 
to unfair competition by other carriers attempting to capitalize on 
the name of the United States Government in promoting their rein- 
sured plans. 

In actuality, reinsurance would not give an individual policyholder 
any guarantee from the Federal Government of receiving his benefit 
payments. Moreover, approval for reinsurance purposes would not 
signify that a reinsured plan is superior to plans as to which no ap- 
plication for reinsurance had ever been made. 

For these reasons, the advertising in connection with reinsured 
plans must be carefully circumscribed. The bill, therefore, provides 
that the fact of reinsurance cannot be used in advertising except in 
the manner specifically authorized by regulation. Criminal penalties 
are provided for unauthorized advertising which refers to the reinsur- 
ance program, as well as for wholly false advertising. Injunctive 
remedies are also provided. 

I should like now to summarize the seven major characteristics of 
the reinsurance program as they are listed on Chart I. These are 
as follows: 


PROPOSAL 


/ VOLUNTARY FOR EACH CARRIER 
2 REGULATION OF CARRIERS REMAINS WITH STATES 


3 OPERATES ONLY WHERE COMPARABLE REINSURANCE 
NOT AVAILABLE 


4 REINSURE ABNORMAL LOSSES ONLY 
$ CARRIER SHARES IN LOSSES (COINSURANCE’) 


6 FEDERAL LIABILITY LIMITED TO THE FUND (325 MILLION 
AUTHORIZATION, PLUS REINSURANCE PREMIUMS) 


7 NON-SUBSIDY BASIS (SELF-SUPPORTING) 


ise eee ss 


(1) Voluntary for each carrier. 
2) The regulation of the carriers remains with the States. 
(3) It operates only where comparable reinsurance is not available. 
(4) It would reinsure abnormal losses only. 
(5) The carrier shares in the loss or a co-insurance feature. 
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(6) Federal liability is limited to the fund—$25 million authoriza- 
tion, plus reinsurance atrmneees 

(7) It is on a nonsubsidy basis, that is, it is self-supporting. 

At this time, Mr. Chairman, I should like the Assistant Secretary, 
Mr. Perkins, to review with you some of the charts and the manner 
in which the reinsurance program will operate. 

Senator Purreiy. We will be very aed to have Mr. Perkins do so, 

Secretary Perkins. Before pointing out how the reinsurance ap- 
plies under S. 3114, it might be well, Mr. Chairman, to consider how 
reinsurance applies in other types of insurance. 

Taking as an example the life insurance field, we have indicated on 
this chart (J) how an insurance company might reinsure a substan- 
tial life insurance policy. 


’ REINSURANCE 


INSURED INSURER REINSURER 


REINSURANCE 
PREMIUMS 


——\.., INSURANCE | 





Let us assume that this individual applies to Insurance Company A 
for a life policy and he pays his premiums to Insurance Company A 
for a policy of $100,000 face value. 

Now, Insurance Company A, not wishing to assume such a large 
risk, and desiring to spread that risk would, in this instance, pay a 
part of the premiums that it collected in the form of reinsurance pre- 
miums to Insurance Company B, with whom it has arrangements for 
spreading the risk. 

Insurance Company B, we will assume, would agree under the rein- 
surance contract to absorb one-half of the loss on the death of this 
individual. 

In that case, Insurance Company B would be agreeing to pay $50,000 
out of the total of $100,000 fans yalue of the life-insurance policy. 
That would be the reinsurance payment. 

This may be done with life-insurance policies of much less amounts. 
It is done in the fire-insurance field and in the title-insurance field. 
It is a common principle of spreading the risk by turning over part 
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of the original insurance premiums to another company in order that 
the risks may be shared on a broader basis. 

How does that principle apply under S. 3114? 

In our next chart (K.) we have illustrated the same principle, as it 
applies in the health insurance field. 


PROPOSAL 


PERSONS 


INSURED INSURER REINSURER 
UNDER HEALTH 


Xx w | REINSURANCE 
PLAN “= PREMIUMS 


. \ 
PREMIUMS Vent.) 0a > FEDERAL 
ery REINSURANCE 
FUND 


BENEFITS é REINSURANCE 
“PAYMENT =3/4 
OF ABNORMAL 
LOSSES iN ANY 
YEAR 


Here we have indicated individuals insured under what we have 
called health plan X. This is a purely hypothetical plan, that we will 
assume has comprehensive benefits. We further assume that this in- 
surance company, which is sponsoring plan X, because it has limited 
experience in the field, decides that it wishes to obtain reinsurance 
from the Federal reinsurance fund. By paying a reinsurance premium 
to the Federal reinsurance fund, it would become entitled under the 
bill to reimbursement in the form of a reinsurance payment of three- 
fourths of the abnormal losses incurred by the company under that 
particular plan in any year. Hence, if the insurance company spon- 
soring this new comprehensive type of health insurance, plan X, as 
we called it, has to pay out benefits in any one year which substantially 
exceed the anticipated amount of the benefits—and I will describe 
that in more detail—in that case, the Federal reinsurance fund would 
absorb three-fourths of the abnormal loss. It is to be noted that a 
reinsurance premium is paid for this privilege just the way it was in 
our first example of arrangements between two private companies. 

Now, one thing to note—as the Secretary pointed out in her testi- 
mony—is that there is no relationship between the fund and the indi- 
vidual policyholders, themselves. Under the proposal, the Federal 
reinsurance fund would be dealing with the carriers and the rein- 
surance contract would be between it and the carrier and it would not 
be a guaranty of individual benefit payments so far as the purchaser of 
the insurance is concerned. 

It might be helpful to follow the proposed application for rein- 
surance as it would operate under this bill. 
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We have in chart L a schematic diagram of the flow of an applica- 
tion for reinsurance. The insurance carriers, as you know, are gen- 
erally regulated by their own State insurance departments and, gen- 
erally speaking, they must file their plans and their premium se schedules 
with the insurance departments and make various financial reports. 

Now, we will assume that this insurance carrier, which is sponsoring 
plan X, has filed the plan with its State insurance department, has 
obtained the approval of the State insurance department to sell policies 
under that plan within the Sate; and is has also gone to other States in 
which it wishes to do business and has obtained clearance of the plan in 
those States. 

The application for reinsurance, if the insurance carrier decided 
it wished reinsurance, would then be filed with the Department of 
Health, Education, and Welfare. Attached to the application would 
be copies of the policy forms and schedules of the rates, and other 
supporting details, and acturial data. 

That application would be reviewed in the Department of Health, 
Education, and Welfare, and the Secretary would have to make sev- 
eral determinations. She would have to find that the proposed plan, 
this plan X, promoted the purposes of the act, that is, that it met the 
standards prescribed for eligibility for reinsurance. 

She would also have to find that there was no comparable rein- 
surance available from private sources; that is, under the bill, as the 
Secretary explained, there is a prohibition against the Federal Gov- 
ernment’s writing reinsurance in areas in which it is available from 
private sources at F comparable t erms and rates. 

Then, finally, the Secretary would have to find that the carrier was 
operating in accordance with State law and that it was financially 
sound and entitled to public confidence; but, as also pointed out in her 
statement, in making that finding, the maximum utilization would be 
made of the State insurance department, which in the normal course of 
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their affairs makes these types of financial reviews and evaluations of 
the insurance carriers. 

Stopping here, we might go back to chart I and see which of these 
points we have covered. 

It is clear from what you have seen that the program is voluntary 
for each carrier. That is, it is all initiated by the carrier’s own ap- 
plication for reinsurance. If it does not apply for reinsurance, the 
program has no relationship to that carrier. It is strictly a voluntary 
proposition for those carriers who wish the privilege of spreading 
their risks in return for the payment of a reinsurance premium. 

We have also observed the second point—that regulation of the 

carriers remains with the States. 

We have seen in the flow of an application that the Secretary would 
not be interfering with the usual regulatory arrangements between the 
States and the insurance carriers. That would remain in State hands. 

Three: We have seen that reinsurance operates only where com- 
parable reinsurance is not available. That is, the Secretary could not 
approve this particular plan for reinsurance if at that time it was 
available from private sources at comparable terms, 

I might just note, in passing, that there is very little reinsurance 
currently being written in this field. There have been rare 
instances- 

Senator Purrety. There is none available or very little available? 

Is that your statement ? 

Secretary Perkins. Very little. It is not commonly written. 

We will come to this fourth point that we are going to reinsure 
under this program abnormal losses. 

Let us assume that the plan has been approved by the Secretary for 
reinsurance. After the examination of the actuarial data submitted 
by the actuaries of the company, a reinsurance premium rate would be 
agreed upon between the Federal Reinsurance Fund and the carrier, 
and upon payment of the premium the certificate of reinsurance or 
the reinsurance contract relating to this particular plan would be 
issued to the carrier. 

It should be noted, as the Secret: ary pointed out, that this reinsur- 
ance contract would apply only to the particular plan applied for, 
and this carrier might have 10 other health plans outstanding for 
which it did not desire reinsurance; but in this particular comprehen- 
sive plan it might be moving into a new area where it decides it wishes 
to spread the risk. 

The next and most complex question posed by the bill is the actual 
formula for the reinsurance payment, that is, for this payment here 
to be made by the Federal Reinsurance Fund in the event of an 
abnormal loss. 

The next chart (M) is designed to illustrate what we mean by an 
abnormal loss and how the formula actually operates. 

The formula is based on a predetermination of the anticipated bene- 
fit payments under the particular plan. 

We have illustrated by the left-hand bar how the total premium 
income of the carrier sponsoring plan X might be distributed. 

Now, this anticipated distribution is made in advance by the car- 
rier’s actuaries ar: is reviewed and approved or would be reviewed 
and approved by the actuaries of the Federal Reinsurance Fund. 
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M REINSURANCE PAYMENT FORMULA 










PREMIUM 
ae INCOME 
DISTRIBUTION PLAN Xx REINSURANCE FUND 
PAYS 3/4 OF AMOUNT BY 
ADMINISTRATIVE WHICH ACTUAL BENEFIT 
EXPENSES EXCEEDS THIS LEVEL — 
ai me ee ee oe oo oe ~ 
CONTINGENCIES Seer es 
& PROFIT 
ANTICIPATED 
BENEFIT PAYMENTS ACTUAL BENEFIT PAYMENTS 
INSURANCE NORMAL ABNORMAL 
COMPANY °A’ YEARS YEAR 


The total bar then represents the total premium income under the 
plan for the year. 

In the lower portion of the bar, in the gray, we have indicated the 
anticipated benefit payments under the plan, that is, the amount that 
it is expected would actually be paid out to the policyholders for 
benefit claims. 

In the white we have indicated the amount that the carrier would 
normally set aside in the year for contingencies and profits if it were 
a profit carrier. 

Then, in the top segment, as indicated, are the anticipated adminis- 
trative expenses of the carrier ; that is, out of its total premium income 
it will obviously have to allocate a certain portion of it to administra- 
tive expenses, and that is the portion indicated on the top. 

Now, what do we mean by an abnormal loss ¢ 

Clearly, if the actual benefit payments do not exceed the anticipated 
benefit payments, then the carrier suffered no financial discomfort and 
no loss. 

We have illustrated that instance by the first bar of the three bars 
which illustrate actual experience under the plan. 

In the first instance, Besar the actual benefit payments do not 
exceed what has been anticipated as a portion of the total premium 
income, there would be no reinsurance payment. 

Similarly, if the actual benefit payments did not exceed the sum of 
the anticipated benefit payments, plus contingencies and profits, there 
would be no reinsurance payment. 

In other words, the carrier would be absorbing and taking the risk 
of the loss of what it had expected for profits for that particular year 
and for contingencies for that particular year under this plan. 

Furthermore, it was concluded that the carrier should absorb a por- 
tion, a small portion, of the amount that it anticipated applying to 
administrative expenses before the reinsurance payment would op- 
erate. Under this bill, that amount of applied administrative ex- 
penses is one-eighth. 
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That one-eighth of administrative expenses is a sort of cushion in 
addition to the contingencies and profits. What it means is that the 
carrier must absorb all of the loss until the actual benefit payments 
have exceeded the sum of the anticipated payments, plus the amount 
to be set aside for contingencies and profits, plus one-eighth of the ad- 
ministrative expenses. 

Now, the reason for the cushion in large part is the difficulty of de- 
termining the exact apportionment of the premium income. In other 
words, no matter how good the actuaries are, it is very difficult for 
them to ascertain this fine line at which the anticipated benefit pay- 
ments will exceed the amount which would be set aside out of the 
total premium income, except for the administrative expenses. 

The higher the cushion, the lower the actual reinsurance premiums 
could be. Lf we widen this cushion, to a greater sum, it means that 
the Federal reinsurance payment does not “operate in as many cases ; 
but it was concluded that a proper and reasonable cushion would be 
one-eighth of the administrative expenses. 

Now, in the third bar, we have indicated the example of an abnormal 
year, where the actual benefit payments exceed this red line. They 
exceed the anticipated benefits, the contingencies and profits and one- 
eighth of administrative expenses; and in _ case of this third bar, 
if the carrier’s actual experience for the year were as indicated, the 
reinsurance fund would pay three-fourths of the amount by which 
the actual benefit payments exceeded the red line. 

This is an explanation of the meaning of “abnormal loss,” that is, 
this red line is the breaking point at which the Federal reinsurance 
fund would step in and pick up a portion of the losses. It would pay 
three-fourths of the amount in excess of that line. 

Now, going back to our original chart, we observe that carriers are 
reinsured only for their abnormal losses. That is, the Federal Gov- 
ernment would not be stepping in to help them out on each minor 
loss that exceeded what they anticipated. In other words, there is 
an element in the formula, by reason of this cushion, that is analagous 
to the $50 deductible provision in an automobile policy; the Federal 
Government would not be paying off in the small cases, but would be 
paying off in the cases of greater loss. 

We have noted the fifth point, that the carrier shares in the losses 
because of two reasons: First of all, it has to absorb the loss with 
respect to its contingencies and profits, and the one-eighth of adminis- 
trative expenses, and then, above and beyond that, there is this coin- 
surance factor. The carrier is paying one-fourth of the abnormal 
loss and the Federal reinsurance fund three-fourths. That is the 
accepted principle of coinsurance, which gives the insured party an 
interest in preventing the losses from getting too high. 

Senator Purrett. Mr. Perkins, may I interrupt ¢ 

Are these losses to be paid on a year-to-year basis, on an average 
basis or on a projected basis ? 

Secretary Prerxrys. They would be in a year-to-year; the year 
would be the experience. 

Senator Purrety. Thank you. 

Secretary Perxrns. The sixth point is that the Federal liability is 
limited to the fund. As the Secretary explained in her statement, 
the income for the fund would be the reinsurance premiums charged 
to the carriers. As a starter, however, there is provided a kind of 








n in 
the 
ents 
unt 
ad- 


de- 
cher 
for 
yay- 
the 


ms 
hat 
ses: 


| be 


nal 
hey 
ne- 
ar, 
the 
ich 

is, 
nee 
yay 


ire 


lor 

is 
US 
ral 


be 
es 
th 
1S- 
n- 
he 
un 
ye 
ir 


1S 


t, 











| 
4 
j 
( 


UMMM i AN i ila ti imi 








PRESIDENT’S HEALTH RECOMMENDATIONS 633 


borrowing authority from the Treasury to the extent of $25 million 
authorization. That would be repaid as reinsurance premiums came 
in and as the fund got to be set up on its own feet. 

Finally, as pointed out, it would be on a nonsubsidy basis, a self- 
supporting basis, because the reinsurance premiums would be actu- 
arilly determined so as to keep the fund on a self-sustaining basis. 
It would be exactly analogous to a company going into the reinsur- 
ance business on its own and deciding that it w anted to break even. 

Now, finally, the technical services and studies which are in title 
II of the bill—the Secretary has described their purpose and their 
scope. They would enable us, on a continuing basis, on a comprehen- 
sive basis, to get the kind of information that is nec essary in order 
to determine where, in what areas, voluntary health insurance could 
be expanded or improved. Technical advice would be given to the 
carriers so as to enable them in their efforts, in expanding and improv- 
ing their plans, to carry out the purposes of this bill. 

Senator Purreity. Thank you, Mr. Perkins. 

Mrs. Secretary. 

Secretary Hopsy. As the chart presentation has indicated, the pro- 
gram set forth in the bill before you is built upon well-established 
insurance principles. It embodies the safeguard that the reinsurance 
is only partial. Furthermore, except as to administrative costs dur- 
ing the first 5 years, it is designed as a self-supporting program, 
financed from actuarially determined reinsurance premiums. 

Before proceeding to tell you of the positive gains which this pro- 
gram can achieve for the American people, I want to mention three 
limitations. In doing so, I do not want to leave the impression that 
I view them as objections to the bill in any way; rather, my purpose 
is to make absolutely clear that we do not consider this proposal to be 
an all-embracing panacea for every aspect of our national health 
problem. 

First, the program can help only those who can and are willing 
to include health-insurance premiums as a necessary part of the family 
budget, and those who are covered by insurance plans maintained by 
their employers in whole or in part. 

Second, it may not immediately solve some of the problems of cov- 
erage for those who are now aged or for those who already are 
chronically ill. 

Third, it is apparent that the success of the plan depends on the will- 
ingness of the carriers actually to make use of it and to assume new 
and broader risks. 

These reservations, however, do not detract from the positive gains 
which we think the bill can achieve. 

We are confident that the plan can bring significant benefits for 
the American people. 

We believe that use of the reinsurance fund by carriers would in- 
duce them to experiment more broadly and more rapidly and to accel- 
erate new ventures in the voluntary health field. 

If carriers are protected through reinsurance which provides a 
sharing of unexpected losses, obviously they should be able to expand 
the scope of protection that they offer. 

For example, there is need to reduce the number of exclusions from 
coverage under certain forms of health policies, such as for heart dis- 
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ease or cancer. This program will make it possible for carriers to 
exper iment in remov ing these exclusions. 

Experimentation is needed in making the benefits of many policies 
far more comprehensive as to total limits, thereby providing better 
protection against major medical expenses. I think this program will 
provide a st imulus for such experimentation. 

As to other possible gains—the number of days of hospital confine- 
ment for which reimbursement is provided might be greatly increased ; 
perhaps policies need not terminate upon the attainment of age 65 or 
some other stated age, or upon termination of employment, as many 
policies do now; or perhaps terms may be found under which it is pos- 
sible to provide insurance to individuals now considered uninsurable. 
Finally, perhaps more noncancellable policies can be written at prices 
people can afford to p: Ly. 

These possible improvements in health protection involve taking 
risks in areas where actuarial experience is limited. The availability 
of the reinsurance fund will make it possible for carriers to speed the 
progress of their experimentation. Furthermore, the av ailability of 
reinsurance should also make it feasible to conduct larger-scale experi- 
ments, thereby producing lower relative : administrative expenses and 
permitting a lower margin for contingencies for unanticipated fluc- 
tuation inclaims. This should be reflected in lower premiums charged 
to subseribers or policyholders during the early days of more compre- 
hensive coverage. 

In brief, the stimulus of reinsurance protection and the help of 
advisory services, when added to the incentives of free competition, 
should result in enlarging the scope of health insurance coverage and 
improving the benefits it provides. 

The greater the success of our efforts, the more we will narrow the 
pr oblem areas and the better we will be able to determine the extent of 
the need for other methods of making good medical care available to 
all Americans. 

Meanwhile, through public assistance and other public and private 
efforts, we will continue to help many of those for whom voluntary 
insurance is not feasible. 

To conclude, Mr. Chairman, we are persuaded that the bill before 
you can, in the traditional American way of individual responsibility 
and private endeavor, do much in prov iding the means by which bet- 
ter health protection may be attained by a large segment of our popu- 
lation. 

We urge this committee and the Congress to give the bill favorable 
consideration. 

Senator Purreri. Thank you, Mrs. Secretary 

I have some questions I would like to ask, and I thought I would 
defer asking them until after you had concluded your testimony. 

Secretary Hopsy. Yes, sir. 

Senator Purrert. Many of these you have answered wholly or 
partly, but I would like to have them perhaps extended upon your 
remarks for the record. 

Secretary Hospy. Yes, sir. 

Senator Purrext. I understand this recommendation for the rein- 
surance program was developed by your Department, and obviously 
you consulted many groups in doing so. I wonder if you would want 
to talk a bit about that. 
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” Secretary Hossy. Well, perhaps the group, the committee would 
. , most interested in would be the group of insurance consultants who 
oon came—eight of them, I believe, Mr. Chairman—and sat with us in 
= ; reviewing the draft of this bill and making very helpful suggestions 
ull 4 in areas in which they certainly had a great deal more competence 
% than we. 

= § Now, that is the professional group, and I should like, Mr. Chair- 
a; 4 man, if I may, to submit for the record the names of these gentlement 
4 who were kind enough to come. 

ty Senator Purretnt. We would like to have them become a part of the 
» | record, and it is so ordered, Mrs. Secretary. 

e. (The list of names to be supplied by Secretary Hobby is as follows :) 


EXPERTS WHO SERVED AS CONSULTANTS IN DEVELOPING RECOMMENDATIONS WITH 
Respect To 8. 3114 


Cc. Manton Eddy, Chairman of Committee of Consultants, Connecticut General 
Life Insurance Co., Hartford, Conn. 

Henry S. Beers, Aetna Life Insurance Co., Hartford, Conn. 

Jarvis Farley, Massachusetts Indemnity Insurance Co., Boston, Mass. 

; Dr. Charles G. Hayden, Massachusetts Medical Service (Blue Shield), Boston, 

( Mass. 

e- j William S. MeNary, Michigan Hospital Service (Blue Cross), Detroit, Mich. 


<4 39 
Racists ciate R 


d 1 H. Lewis Rietz, Lincoln National Life Insurance Co., Fort Wayne, Ind. 

. j J. Henry Smith, Equitable Life Assurance Society of the United States, New 
% York, N. Y. 
3 : 

f 3 James E. Stuart, Hospital Care Corp. (Blue Cross), Cincinnati, Ohio. 

: ¢ 


Secretary Horsy. And also, sir, I should like to make it clear that the 
j : gentlemen who helped us came in their individual capacities and not 
as representatives of their companies. 
‘ Senator Purretn. But their experience was in many various fields 
affected by this bill ? 
: Secretary Hossy. We couldn’t have produced a bill that we believe 


, is as sound as this one without their aid and counsel. 
. Senator Purrett. Thank you, Mrs. Secretary. You have indicated 
: here generally, and somewhat specifically at times, who will be helped 
by this program, but would you want to elaborate a bit about that ? 
What are the fields that you hope this program will open up that 


aren’t presently available to people; that is, those fields in which this 
health program can benefit more people ¢ 

Secretary Honsy. Mr. Chairman, if you remember earlier what we 
called a pie chart (chart E) 

Senator Purretn.. Yes. 

Secretary Hossy. Showing the people who are not now covered by 
insurance, 62 or 63 million, as I recall, in the blue part, the right side 
of it, were self-employed, rural, small firms and others, the ot hers being 
casual labor; the upper left part of it, as you will see, were the aged and 
chronically ill and those in public assistance; and those in the lower 
left were those with no special coverage problems. 

I am sorry my eye is not true to scale, but actually this health rein- 
surance fund could help all of those in blue—the farm families, those 
in small firms, self-employed or others—and I would think that is a 
little better than half of the 63,000,000, Mr. Chairman. 

Senator Purrei.. Yes. 

Secretary Horspy. The lower left segment—of course, there is no 
special coverage problem. They could buy health insurance if they 
wanted to now. 
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This Reinsurance Fund would, we think, approach 3614 million 
people. 

Senator Purrert. What improvements in existing plans do you 
expect? What kind of new insurance policies are likely to result 
from this program, Mrs. Secretary ¢ 

Secretary Horny. Let me see. Let me think slowly on this one, Mr. 
Chairman. 

We would hope that the carriers would write a hospitalization policy, 
for example, that would pay for more days in a hospital. 

There are many, many types of hospitalization policies with various 
numbers of days in the provisions and, as you remember from (chart H) 
that Dr. Keefer went over earlier, there is great room for improve- 
ment in that coverage. 

Mr. Chairman, if we could take care of a greater percent of the 
families with hospit: al bills, as reflected on that chart, by a health 
reinsurance policy, you see how many families we would affect. 

As you come on down to the surgical part of it, I notice a smaller 
percentage of people having their bills met adequately. That again 
is another type, another group, that we would hope to reach. 

Then when you come down to the gross medical care and see what 
a small percentage of families have from 40 to 100 percent of their 
bills met by insurance, you see there is a great area for experimenta- 
tion in these three fields. 

Would you like to add anything to that, Mr. Rockefeller, or Mr. 
Perkins? 

Senator Purreiy. Incidentally, if you wish any of your associates 
to answer any of these questions, we will be very happy to have them 
do so. 

Secretary Horsy. Thank you. 

Secretary Rockerrerirr. IT think there is the field of catastrophic 
medical expense, where families are met with bills way beyond their 
income that put them in a tremendously serious financial situation. 
That field has been explored, but there are tremendous possibilities 
there; and also in the field of preventive medicine, protection so that 
a family can get doctor’s care before they need hospitalization and 
keep them out ‘of the hospital, keep their bills down and keep them in 
good health so they don’t have to drop out of employment and have 
to go on unemployment relief, and what not. 

Those two fields have great possibilities for improving the health 
of the Nation and in protecting the families from a budgetary point 
of view. 

Senator Purreti. Of course, that term “catastrophic insurance,” 
as it is referred to, is objected to by some; but it does describe what 
might happen. 

Secretary RockerriterR. Major medical expenses is perhaps a bet- 
ter term. 

Senator Purreti. There is an increasing need for such type of cov- 
erage, you feel ? 

Secretary Rocxerriier. Absolutely; and, with the help of the Gov- 
ernment, through this reinsurance, they would be able to take risks 
which up to date some of the companies haven’t felt they could afford 
to take, to explore and find out what the actuarial problems were in 
those areas. 
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Secretary Hospy. Dr. Keefer, would you like to comment on that ? 

Dr. Krerer. I would agree with Mr. Rockefeller, that one of the 
areas for experimentation that is needed is in this major medical 
expense field; and, according to the most recent information, only 
about a million people are covered by such policies. Since they are 
relatively new, adequate facts and figures have not been developed 
by all the companies that would like to engage in this type of busi- 
ness. This is one of the areas oin which the Reinsurance Fund might 
aid in speeding up this process very much indeed. 

Senator Purrett. Thank you, doctor. 

Secretary Hopsy. Mr. Perkins, would you like to add anything ¢ 

Mr. Perkins. No. 

Senator Purtetn. Thank you. 

I think you have pretty well dissipated the idea that some people 
have held, that this is a subsidy to insurance companies. Do you want 
to talk any more about it, although I think your testimony here clearly 
indicates it is not so intended ? 

Secretary Hossy. Mr. Chairman, it certainly isn’t meant to be, and 
we spent a great deal of care in drafting the bill to make sure it was 
nota subsidy to the insurance companies. 

Mr. Ellenbogen, would you like to comment on that ? 

Mr. Ellenbogen was on the drafting committee. 

Mr. Exiensocen. In the first place, the bill specifically and explicit- 
ly limits liability on reinsurance contracts to the assets in the fund, and 
the fund consists of premium payments, the earnings from investments, 
and that is about all. There isa capital advance account provided for, 
as there would be in the case of any business which goes to a bank and 
borrows money. But those advances, if needed at all, have to be re- 
paid from earnings and premiums with interest. So, I don’t see how 
anyone could legitimately call this a subsidy. 

Secretary Hospy. Mr. Rockefeller, would you like to add to that ? 

Secretary Rockreretter. Mr. Chairman, in the discussions with the 
representatives of the insurance companies and the voluntary plans, 
it was very clear they did not want subsidies. They felt it would be 
an opening wedge to compulsory health insurance and socialized medi- 
cine. Hence, this bill is drafted very carefully so as to avoid any possi- 
bility of that. 

Senator Purreru. Is there any possible danger that the proposed 
measures of this bill would tend to encourage insurance carriers mere- 
ly to expand in unprofitable fields and to ultimately expect the Gov- 
ernment to carry those losses to the extent the amount provided for by 
the Government would permit ? 

Secretary Hossy. Mr. Chairman, I don’t think so, for a very practi- 
cal reason: They have got to lose some of their own money first, and 
everybody that has been in business knows you are in business to make 
a profit. 

Mr. Perkins, would you like to comment on that ? 

Secretary Perkins. Both the elements of the absorption of their own 
contingencies and profits plus one-eighth of administrative expenses, 
and, then, that coinsurance factor, I think, as the Secretary points out, 
would insure that the carrier had adequate interest so that it would 
not want the reinsurance fund to have to help itself out. 

Senator Purreti. Thank you. 

Did you wish to have any more testimony on that point ? 
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Secretary Hoppy. No, sir. 

Senator Purrexy. I think you have covered it most adequately in 
your testimony here, you and your associates, but I think you might 
want to talk a bit more, if you will, on this question of the idea in the 
minds of a few that this might be the entering wedge to compulsory 
health insurance or socialized medicine. I think perhaps you have 
some strong ideas about that, Mrs. Secretary, and want to express 
them. 

Secretary Hossy. Well, sir, we do have some strong ideas about it, 
and the whole purpose of the bill is to negate that, if I may express it 
that way. 

This bill is not compulsory in any sense, and if a carrier, either 
a commercial or nonprofit carrier, were to apply and have a plan re- 
insured under the Federal reinsurance fund, the person purchasing the 
insurance would be purchasing it in the same way that he had pur- 
chased it before. 

There is no relationship disturbed between the buyer, the individual 
who buys the insurance, or the person who uses the insurance, and the 
traditional doctor-patient relationship. Neither is there anything 
compulsory as far as the Federal Government is concerned. 

Mr. Rockefeller, would you like to add to that ? 

Secretary Rockxrreiier. I think, Mr. Chairman, supplementing 
what the Secretary has just said, that in view of the facts that 93 mil- 
lion people have some health insurance, and 63 million have none; 
that the total bill per year for medical care, is running around $9.4 
billion and that only $1.4 billion of that is covered through insurance 
protection; I think this shows that there is room and need for better 
protection. 

There has been in previous times a great deal of support for various 
forms of compulsory health insurance, or so-called socialized medicine. 
The Secretary and the Administration have felt that the proposal 
embodied in 8. 3114 was a way of approaching that problem in the 
traditional American way of encouraging private groups to assume 
responsibility and, therefore, it was the greatest possible bulwark 
against socialized medicine or compulsory he: alth insurance that could 
be developed, and that it gave great promise for that very reason. 

Senator Purrent. Does it in any way put the Government in the 
insurance field in competition with private insurance companies ? 

Secretary Horry. No, sir; it doesn’t The bill specifically provides 
that where comparable reinsurance is available from private sources, 
the Secretary is not authorized to reinsure. 

Senator Purreit. Is the purpose, Mrs. Secretary, likely to result 
in Federal control of the insurance business? 

Secretary Horsy. Oh, no, sir. We tried to spell that out very care- 
fully, Mr. Chairman, because, as you know, now usually the State de- 
partments of insurance or the State commissioners of insurance regu- 
late carriers doing business in their States. 

There is no provision for any kind of control by the Federal Gov- 
ernment over these carriers, and the Secretary is directed to use the 
State departments of insurance to the best possible extent. 

Senator Purrety. So, there is no intention, Mrs. Secretary, then, to 
change that traditional regulation of insurance companies by the 
States? 

Secretary Honpy. No, sir. 
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May Mr. Perkins comment on that, Mr. Chairman ? 

Senator Purrety. We would like to have him do that. 

Secretary Perkins. Just one amplification—and that is the provi- 
sions which authorize the Secretary to establish standards for eligi- 
bility are very different from regulation of the industry. It is the 
same as offering a contract on certain terms; and if an insurance com- 
pany doesn’t like the terms, it doesn’t accept the contract and there 
is absolutely no compulsion on any insurance company to enter into 
the program at all. It is very much the same relationship as would 
exist between a private reinsurer and an insurance company. 

Senator Purrety. Thank you. 

I had some other questions here, Mrs. Secretary, but you have an- 
swered them all in your testimony, with this exception: I wondered 
if you wanted to elaborate a bit on the matter of so few regulations 
in the bill. I think you did touch upon it before, but it would leave 
so much to the administrative judgment of the Secretary, would it 
not ? 

Do you want to develop that ? 

Secretary Hopsy. Well, really, Mr. Chairman, we didn’t think we 
know enough to write it any differently, and actually we hope there 
will be many types of plans that carriers will ask to have reinsured, 
and we could not envision enough to do that. 

Now, that is one place where we think the advisory committee will 
be so useful, in this respect, because they will be people who have had 
practical experience in this field; and I should think if this plan works 
well, Mr. Chairman, it will be changing almost from plan to plan. 

Mr. Perkins, would you like to comment further on that ? 

Secretary Perkins. I think that last point is a very important one, 
and that is the changing and developing nature of health insurance 
coverage. As we move forward in areas of major medical expense, 
and elimination of exclusions and that type of thing, the standards of 
eligibility would have to be changed in order to assure that the pro- 
gram is one to promote continuing development rather than to preserve 
the status quo. In order that we do not simply make the bill rigid, but 
enable it to be flexible, so as to provide for continuing improvement, 
it seemed essential, and the consultants were unanimous on this point, 
that authority ought to be given to the Secretary to modify the stand- 
ards of eligibility from time to time. This would be extremely difficult 
if they were written into the act itself. 

Senator Purrett. Mrs. Secretary, this is really experimental and 
you want to feel your way along; is that correct ¢ 

Secretary Horny. That is correct. 

Dr. Keefer, would you like to comment on that point? 

Dr. Krerer. I think it would be unwise to have any rigid regula. 
tions at this time because we want to have plans as flexible as possible 

This was a matter that was discussed very freely by our consultants, 
and it was their considered opinion that it would be unwise at the 

present time to write in rigid regulations, that it would tend to freeze 
the various plans, and that this was no time for the freezing of any 
plan for health-insurance protection. 

Senator Purreti. Thank you, Doctor. 

Secretary Rocxeretier. Mr. Chairman, might I add one thought 
to those that have been expressed. As you know, there are 48 different 
State laws governing insurance. Each one has its own pattern. And 
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then there are a whole series of different types of insurance carriers- 
nonprofit, profit, and so forth—and they have a wide variety of plans. 
Thus, there is a tremendous permutation and combination of probledas 
throughout the country. Now, to try and write any regulations that 
would cover all the variables in a changing industry would be quite 
impossible. We believe that standards for the reinsurance program 
must be expressed in regulations as the program develops. 

Senator Pcrreti. Have you any other testimony to offer? 

You have been most helpful to us. 

I would like to say your entire statement, Mrs. Hobby, and the 
charts will become a part of the record. 

Secretary Hossy. Thank you. 

Senator Purrets. I would like the record to show that Senator 
Goldwater is away from the city on business and Senator Cooper had 
a bill before the Agricultural Conimittee this morning and could not 
attend, and Senator Lehman, I understand, is away from the city, and 
Senator Hill was unavoidably detained and could not get here. 

I want to thank you for appearing here and testifying on this bill. 

Secretary Hossy. Thank you, sir. 

Senator Purrei.. The committee will stand in recess until 10 a. m. 
toworrow, when the first witnesses will be representatives of the Blue 
Cross Commission and the American Hospital Association. 

(Whereupon, at 11:33 a. m., the hearing was recessed, to reconvene 
tomorrow morning, Wednesday, April 14, “1954, at 10 a. m.) 
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PRESIDENT’S HEALTH RECOMMENDATIONS AND 
RELATED MEASURES 


WEDNESDAY, APRIL 14, 1954 


Unrrep Sratres SENATE, 
ComMITTEE ON Lapor AND PusLic WELFARE, 
SupcoMMITTere ON HEALTH, 
Washington, D.C. 

The subcommittee met at 10:05 a. m., pursuant to recess in room 
P-63 of the Capitol, Senator William A. Purtell (chairman of the 
subcommittee) presiding. 

Present : Senators Purtell (chairman of the subcommittee) , Hill and 
Lehman. 

Also present: Roy E. James, staff director; Melvin W. Sneed and 
William G. Reidy, professional staff members. 

Senator Purreiy. The subcommittee hearings will come to order, 
and our first witness will be Mr. William S. McNary, chairman of the 
Council on Government Relations of the American Hospital Associa- 
tion. 

Good morning, Mr. McNary. 


Mr. McNary. Good morning, Senator. 

Mr. Chairman, I have with me this morning Mr. Kenneth William- 
son, who is director of the Washington Service Bureau of the Ameri- 
can Hospital Association. 

Senator Purretn. May I correct the record and state that Mr. 
McNary is appearing not only in behalf of the American Hospital 
Association but also in behalf of the Blue Cross Commission of the 
association. 

Is that correct ? 

Mr. McNary. That is correct, Mr. Chairman. 

Senator Purre... Is it your intention to read your prepared state- 
ment or do you wish to summarize it ? 

You may proceed in whichever way you wish. 

Mr. McNary. It isshort, and I would prefer to read it. 

Senator Purrett. You are at liberty to do as you wish. 


STATEMENT OF WILLIAM S. McNARY, CHAIRMAN, COUNCIL ON 
GOVERNMENT RELATIONS, AMERICAN HOSPITAL ASSOCIATION, 
ACCOMPANIED BY KENNETH WILLIAMSON, DIRECTOR, WASH- 
INGTON SERVICE BUREAU, AMERICAN HOSPITAL ASSOCIATION 


Mr. McNary. Thank you. 


Mr. name is William S. McNary. I am chairman of the Council on 
Government Relations of the American Hospital Association. I am 
also a former chairman of the Blue Cross Commission of the Ameri- 
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can Hospital Association, and I appear before you as the official spokes- 
man for both the Blue Cross Commission and the American Hospital 
Association Council on Government Relations. 

I am executive vice-president of the Michigan Hospital Service, one 
of the country’s largest Blue Cross plans, which has enrolled almost 
one-half of the people of Michigan, a total of more than 3 million 
men, women, and children. I have been in that position since 1947. 
Prior to that time, I was for 10 years director of the Blue Cross plan 
for the State of Colorado, and before that was for 10 years business 
manager of the University of Colorado School of Medicine and 
Hospitals. ; shh ’ 

I personally had opportunity, with a group of individuals experi- 
enced in the field of health insurance prepayment, to consult with the 
Department of Health, Education, and Welfare as to the technical 
details of this legislation. 

I am authorized, in appearing before you, to endorse the purposes 
of the Health Service Prepayment Plan Reinsurance Act. 

This legislation has been introduced so recently that there has not 
been yet opportunity for consideration by all of the official bodies of 
the association. This endorsement is based on the following actions 
in the order of their occurrence : 

1. Approval of the purposes of the bill by a policy committee of 
the board of trustees of the American Hospital Association authorized 
to act for it on this issue. 

2. Approval of the purposes of the bill and specific suggestions for 
its amendment by the council on Government relations of the associ- 
ation which also recorded its readiness to assist in the development 
of the bill in any way possible to insure its success. 

3. Endorsement by the executive committee of the Blue Cross Com- 
mission of testimony presented on March 26, 1954, supporting the pur- 
poses of the bill to the House Interstate and Foreign Commerce Com- 
mittee. The substance of this testimony is repeated herein. 

4. Unanimous adoption of a resolution by the Blue Cross Commis- 
sion stating that the proposal constitutes a “step in the right direc- 
tion to facilitate exploratory measures.” 

5. Support of the actions reported above by unanimous action of 
the conference of Blue Cross plans at their meeting in New York City 
on April 5, 1954. 

Our association has previously testified before your committee. In 
general, you know that we believe that the best way for financing 
personal health services for the employed population and their de- 
pendents is voluntary prepayment. 

Some 90 million Americans presently have some type of hospital 
prepayment protection. 

Blue Cross alone in the United States has presently enrolled some 43 
million persons. 

Coverage of the balance of the employed population and their de- 
pendents is urgently needed. This is particularly true of the low- 
income groups and those with special needs for hospital care. 

Much experimentation has been carried on by Blue Cross plans 
endeavoring to cover groups difficult of enrollment, such as the self- 
meres ane workers, the aged, certain dependents in households, 
and so forth. 
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We do not believe that the total goal to be attained under voluntary 
prepayment will come easily. We do think that it can be accomplished 
and that his proposed legislation may help to bring it nearer. 

We have regularly testified before this and other committees of the 
Congress that additional funds will have to be provided to supplement 
the resources of that segment of the population whose individual in- 
comes are inadequate to finance the aliens of prepaid protection. 

The Health Service Prepayment Plan Reinsurance Act does not 
propose any Government financial support and it cannot be expected 
to answer this question. 

We believe that further study must be given to the development of 
methods for providing coverage for those groups which cannot pay 
in full for the cost of their own protection. 

This Health Service Prepayment Plan Reinsurance Act has as one 
of its primary functions the reinsurance of prepayment offerings to 
groups with difficult enrollment problems and the reinsurance of plans 
whish offer new or more liberal benefits so that prepayment carriers 
may be encouraged to experiment in extending coverage and benefits. 

We believe that, as the act is structured, such experimentation will 
be encouraged, and that the act will help in the extension which we 
have stated is important if the people of this country are to have 
adequate protection. 

A second broad purpose of the act is to provide for the accumula- 
tion of information in regard to voluntary health prepayment country- 
wide. Provision is made for the collection of information for the 
conduct of studies and for the publication of this knowledge which 
presently is not supplied by any one agency. 

We have three points on which we would like to suggest amend- 
ments or the tightening of the langauge of the bill. We will 
be glad to submit suggested wording to carry out the following 
recommendations : 

1. In section 107 (a), we would suggest that the regulations pro- 
mulgated by the Secretary be subject to approval by the Council. 

This is the pattern used in the Hospital Survey and Construction 
Act which has been such a successful program. 

It is particularly important in this proposed legislation because it 
is a new area for Federal operations and of necessity the terms of 
S. 3114 cannot be wholly explicit in delineating the powers of the 
Secretary and the area in which he is to operate. This being true, we 
feel that the necessary latitude allowed in administration, which will 
be clarified through regulation, should be subject to the approval we 
suggest. First, in order that the Secretary be required to consult with 
people experienced in this field as is provided for within the mem- 
bership of the Council; and second, in order that the Secretary may 
utilize the Council as protection against undue pressures for what 
might be unwise regulatory acts. 

We believe that this will not only insure wiser operation of the 
act, but, will be a protection to the Secretary. 

We strongly recommend that the Congress strengthen the bill in 
this manner. 

2. Section 201 provides for the collection of information and its 
publication. _ Elsewhere in the act there is provision for the collec- 
tion of information from an individual prepayment carrier on whch 
to judge whether a program suggested by that carrier is eligible for 
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reinsurance. We believe that these two activities inevitably inter- 
weave, but that there should be written into the act provision that 
confidential information secured from a carrier in order to judge 
whether a specific plan will be approved, and so needed in the admin- 
istration of the plan, shall be considered privileged information and 
will not be released without the approval of the individual carrier 
furnishing the information. 

3. Section 404 delineates the use of publicity about the reinsurance 
of a plan. We are entirely in sympathy with the objective of the 
section in protecting the public against deceptive or misleading use 
of the designation. We know that such statements to the public must 
be carefully controlled. However, we also believe that proper use 
of the knowledge by the public that a contract has been reinsured, 
could be in the public interest. 

We think that the wording of this section should not imply, as it 
seems to us it does, that any publicity at all is unwise. In our opinion, 
proper publicity might well be wise. 

We believe that the Health Service Prepayment Plan Reinsurance 
Act, if enacted, will stimulate the expansion of voluntary health 
insurance because : 

1. It gives positive expression of the Government’s role as advisor 
and friend of voluntary prepayment plans and the private enterprise 
system ; 

2. It does not provide for Government control of insurance plans or 
of health facilities or personnel. Such control would destroy the vol- 
untary health system of America; 

3. It will do much to bring national recognition of the need for some 


broad standards to be applied to all health prepayment ae in the 


public interest. The development of such reasonable standards by the 
Advisory Council should help to destroy those who now prey upon the 
public with policy offerings which return in benefits to their unfortu- 
nate policyholders only a few miserable cents out of each premium 
dollar; and 

4. It will give a psychological “shot in the arm” to all health prepay- 
ment agencies. Even though many carriers decide not to make use of 
the facilities made available by the bill, we believe that the experimen- 
tation and expansion which the President wishes to encourage will be 
speeded if the bill is passed. 

Thank you. 

Senator Purreiti. Thank you very much, Mr. McNary. 

Senator Hill, have you any questions you wish to ask Mr. McNary? 

Senator Hix. I understand the American Medical Association and 
perhaps other medical associations will appear and perhaps this ques- 
tion may be more properly directed to them, but as I read and listened 
to your statement, particularly section 2 on page 6, I wondered about 
this statement : 

It does not provide for Government control of insurance plans or of health 
facilities or personnel. Such control would destroy the voluntary health system 
of America. 

Am I right that most of your Blue Shield plans are owned and 
managed by the doctors, themselves ? 

Mr. McNary. Senator Hill, there is a representative of Blue Shield 
here today who is scheduled to testify, and I think I shouldn’t answer 
on behalf of Blue Shield. I am here in behalf of Blue Cross. 
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Senator Hinz. I will be frank with you. The question I had i 
mind—and I will throw it out because I will be asking it of other w it- 
nesses—is this: If the doctors do own and manage ‘the Blue Shield 
plans and, say, have certain fees fixed for certain services—we will 
say a hundred dollars for an appendectomy, whatever it might be— 
and then if they determine afterwards their fees are too low, which 
they may very w vell be—my father was a doctor and he said they would 
say, “God bless you, Doctor,” that he was always welcome, but it didn’t 
pay the grocery bill—and they decided to increase these fees, and feel 
it was only proper and right they get compensation, and that should 
cause a deficit in the plan, and that is where your reinsurance would 
operate, then the question would come whether or not the Secretary 
would seek to limit those fees or in some way control those fees, and 
how much control that would be and how much that would mean in 
the way of control. 

Mr. McNary. Senator, as I understand the purposes of the bill and 
as I understand the operation of Blue Cross and Blue Shield plans, 
reinsurance would ty affected one way or the other by the situation 
you mention. Since a given plan in order to be reinsured would have 
a stated set of benefit payments to an individual or to the doctor for 
the services performed, and if the scale of fees to the doctors were to 
be changed, that would mean an amendment in the terms of the plan 
and either the premium rates would have to be changed or the rein- 
surance fee changed, or both, and I, therefore, believe that an adjust- 
ment in the fees to the doctor wouldn’t necessarily affect the basis of 
reinsurance under this plan, or any other reinsurance that might be 
taken. 

Senator Hiri. The thought I had was that, of course, if you read- 
justed your fees upward, ‘that would cost more money, take more 
money, and that would get you more into the reinsurance phase, 
would it not ? 

Mr. McNary. I don’t think that would result from a loss to the 
reinsurance fund if it were done in accordance with accepted busi- 
ness principles, as it would have to be done if an adjustment in fees 
to the doctor were made, because then there would also have to be an 
adjustment in the premium cost to the individual. 

Senator Hitz. In other words, the premiums would be raised ? 

Mr. McNary. They would, unless the plan were operating with a 
substantial surplus already and there was money in there to do it 
with. 

Senator Hux (presiding). Do you have any questions, Senator 
Lehman ? 

Senator Lenman. No questions. 

Senator Hiii, Senator Ives, would you come around and join us? 

Senator Ives. I am here to be heard, not to listen. Thanks. I 
appreciate the thought. 

ics 24 Huu. Mr. McNary, we certainly want to thank you for 
your testimony. 

Mr. McNary. Thank you, sir. 
Senator Huu. Thank you very, very much. 
Senator Ives, we will be happy to hear from you at this time. 
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STATEMENT OF HON. IRVING M. IVES, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Ives. I am just coming in to appear in connection with 
the bill which has been introduced b, Senator Flanders and myself, 
with which I think some of you may be acquainted, S. 1153. This 
bill or a similar one was introduced during the 81st Congress. It 
was not introduced in the 82d Congress. We introduced it again last 
year—as a matter of fact, on March 2, 1953. 

We feel that the approach contained in this bill is the approacii 
which we should aim for in the whole matter of health insurance. 
It is entirely voluntary under the terms of the bill, utilizing fully the 
voluntary agencies, the local agencies, like the Blue Cross and the 
Blue Shield and others, and operating from the standpoint of the 
Federal Government through the States and the States in turn 
through the localities. 

The provisions in it would be carried out in such a way that sub- 
scribers would contribute in accordance with their capacity to pay. 
However, we realize anything of this nature is going to cost a con- 
siderable amount of money. T have attempted to ‘get from the budget 
some information, but I haven’t yet been able to find out what the 
cost would be. 

The administration feels as a beginning we should undertake the 
program which they have recommended and which I assume is the 
legislation immediately before you. 

‘Personally, I think I can speak for Senator Flanders in this—he 
may appear himself—we feel that under the circumstances we should 
get behind the administration bill because we feel it is, to use an old, 
trite phrase, a definite step in the right direction, the direction in 
which we desire to go, and for that reason I am here this morning to 
tell you we are not asking for our bill, S. 1153, but we are recom- 
mending the administration program. 

Senator Hi. Thank you, Senator. Thank you very, very much, 
sir. 

Senator Ives. I thank you very much. 

Senator Hiri. Would you like to have your bill for information 
purposes put in the record or not ? 

Senator Ives. I don’t think it is necessary. 

Senator Hitz. You would not? 

Senator Ives. I don’t think we need to waste the paper on it this 
year. 

Senator Hr. We certainly appreciate your coming, Senator. 

Senator Ives. Thank you very much. 

Senator Hmx. Mr. Frank E. Smith, director of the Blue Shield 
Medical Care Plans. 

If you have a prepared statement, Mr. Smith, you may read your 
statement or summarize it, or just proceed in your own way. 

Mr. Surri. I would like to read it, if you don’t mind. It is quite 
brief. 

Senator Hm. All right. 
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STATEMENT OF FRANK E. SMITH, DIRECTOR, BLUE SHIELD 
MEDICAL CARE PLANS 


Mr. Smrrxu. My name is Frank E. Smith. I am the director, with 
full executive responsibility for the administration of the affairs, of 
Blue Shield Medical Care Plans, an Illinois nonprofit association 
whose members are 78 Blue Shield plans. I have held this position 
since the association was first established in 1946, having previously 
been employed by California Physicians’ Service, the Blue Shield plan 
serving the State of California. 

The 78 Blue Shield plans which I represent are locally incorpo- 
rated, autonomous organizations, each one of which is sponsored in 
its own area by the medical profession, through a State medical 
society, a county medical society, or a combination of such medical 
organizations. 

Each Blue Shield plan is operated in the public interest on a not- 
for-profit basis, and serves as living testimony to the belief of the 
medical profession that voluntary methods, developed in an atmos- 
phere of free enterprise, will ultimately produce the best answer to 
the problem of meeting medical] care costs through prepayment. 

Blue Shield Medical Care Plans serves as an association through 
which the collective efforts of 78 member plans are coordinated in the 
best interest of all concerned, the physician as well as the subscribing 
member. 

The affairs of the association are governed by the Blue Shield Com- 
mission, an elective body created by the plans themselves. 

More than 29 million persons have been enrolled as members of Blue 
Shield in a little more than 10 years, a record in which we have con- 
siderable pride. 

New members are being added at the rate of nearly 20,000 each work- 
ing day, and the rate of growth has not yet shown any appreciable 
tendency toward slowing down. 

It would be entirely safe to predict that many millions of new 
members will be added to Blue Shield during the next few years, 
whether or not any changes in present benefits or modes of operation 
were made; but one of the characteristics of any new enterprise, and 
certainly it is true of Blue Shield, is its flexibility and constant change 
in response to public needs. 

Within the last year 10 Blue Shield plans have introduced new forms 
of coverage, generally known or described as benefits providing pro- 
tection against the costs of prolonged illness. Many additional plans 
have such forms of coverage under consideration and will no doubt 
offer new certificates, or riders to existing certificates, to their subserib- 
ers during the current year. 

Additional experimentation is being made in the direction of indi- 
vidual coverage for the nongroup subscriber on a more liberal basis, 
removal of age limitations for both group and nongroup subscribers, 
elimination of certain types of exclusions, and the extension of benefits 
into previously uncovered areas of medical and surgical care. 

I believe you will agree that Blue Shield has made remarkable prog- 
ress in meeting a public need in a very few years. 

We have been invited to testify on previous occasions before com- 
mittees of both the United States Senate and the United States House 
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of Representatives, as well as various agencies of the Federal Govern- 
ment, on a variety of problems. Never before, however, has any rep- 
resentative of Blue Shield been privileged to come directly from an 
annual meeting of Blue Shield plans to present testimony. 

The date on which this testimony is given permits me to bring to 
your committee a statement in which Blue Shield plans have agreed 
unanimously by official action. 

Our 1954 annual conference was held in New York City on April 4-8, 
1954. Immediately prior to the conference, the government relations 
committee of the Blue Shield Commission met to study the administra- 
tion’s reinsurance proposal and to draft a statement of policy which 
would properly reflect the thinking of Blue Shield plans. 

The government relations committee submitted its proposed state- 
ment to the Blue Shield Commission, which in turn approved it unani- 
mously and voted to recommend its adoption by the 1954 annual con- 
ference of plans. After careful study and thorough discussion, the 
conference voted unanimously on April 8, 1954, to adopt the statement 
which I will now present to you : 


The annual 1954 conference of the 78 Blue Shield plans has studied and 
endorsed the basic objectives of the President’s message to Congress on health 
insurance matters. It believes in the encouragement of experimentation and 
expansion in the field of voluntary health insurance. 

The plans recognize and appreciate the sincere intent of President EHisen- 
hower’s administration to make adequate health coverage available to more 
people by “encouraging and stimulating the expansion of voluntary health 
programs.” 

With these premises in mind, the Blue Shield plans have given careful consid- 
eration to the Administration’s reinsurance proposal and has come to the con- 
clusion that it may well be unnecessary with respect to Blue Shield plans for the 
following three reasons : 

1. An outstanding characteristic of Blue Shield plans is that they have experi- 
mented and pioneered in a totally new concept of medical protection and have 
demonstrated their ability to stand on their own feet financially. 

2. Since their inception, Blue Shield plans have been underwritten and hence, 
in fact, reinsured by the physicians who sponsor them. Customarily there is 
either a written or implied agreement that sponsoring physicians will accept a 
pro rata reduction in fees paid by the plan should it besome necessary for them 
to do so. Several of the most successful Blue Shield plans in operation today 
were subsidized in this manner by their sponsoring physicians during their early 
days of experimentation in an unexplored field. 

3. In but a few short years, Blue Shield plans have made remarkable progress 
in both the extension of benefits. At present Blue Shield plans have an enroll- 
ment of over 29 million people. Having come through the early critical period 
there is no reason to expect that they will now need to rely upon anything other 
than their own proven resources as they continue to expand their operations in 
accordance with the reasonable expectations of the public. 


Your committee might wish to have a further word of explanation 
regarding the relationship between the various Blue Shield plans and 
what we term participating physicians in order that you might better 
understand the nature of the underwriting support to which our 
statement refers. 

With very few exceptions, physicians practicing in the areas served 

respectively by 78 Blue Shield plans have been inv vited to sign partici- 
pating agreements with their own plan. These agreements have the 
effect, and are, in fact, contractual agreements. 

As of December 31, 1953, more than 123,000 doctors of medicine have 
signed such agreements in the United States, compared to an estimated 
155,000 doctors of medicine in private practice. 
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There are 5 States, each with relatively small populations, in which 
there are no Blue Shield plans operating. In the remainder of the 
States 8) percent of the physicians in private pr actice participate in 
Blue Shield by signed agreement. 

One of the common provisions found in all participating agreements 
is one by which the physician agrees, if necessary, and during an) 
viven accounting period, to accept a reduced or pro rata share of the 
schedule of fees for services rendered to subscribing members. 

Some Blue Shield plans have, during the last 10 years, called upon 
their participating physicians to accept such redue ed payments while, 
at the same time, ¢ crediting their patients’ accounts as though the full 
amount listed in the schedule of fees had been paid by Blue Shield. 

The contractual provision just described provides a financial guar- 
anty, in which the physicians, themselves, serve as guarantors. In ef- 
fect, this financial guaranty on the part of the medical profession is a 
form of reinsurance and provides Blue Shield plans with the financial 
ability to experiment in the direction contemplated by the Health 
Service Prepayment Plan Reinsurance Act. 

This unique relationship between physician and plan, true on a large 
scale only of Blue Shield plans, accounts for the position taken by our 
1954 annual conference in the official statement which has been in- 
corporated in this testimony. 

Senator Purreiy (presiding). Thank you very much. 

Isn’t it a fact, however, that in many instances the patient has to get 
into a hospital, where he is incurring expense, before he can enjoy the 
benefits of Blue Shield for surgical work ¢ 

Mr. Smrru. Not entirely so. Some of our plans have benefits which 
are limited to illnesses that require hospitalization; some do not. We 
have quite a number of plans that will provide surgical benefits, for 
instance, in or out of the hospital, wherever the work might be done. 

Senator Purret.. But you do have additional medical expenses 
that have to be met ¢ 

Mr. Smrru. Pardon. 

Senator Purretn. You have the additional expenses incident to the 
surgery; you have your hospital expenses and any other expenses that 
have to be met ? 

Mr. Smiru. That is correct. That is covered by Blue Cross pretty 
generally, with whom we work. 

Senator Purreti. Yes, where Blue Cross covers it. 

Mr. Smrru. That is correct. 

Senator Purretn. Do you feel that this might help to expand in 
areas where Blue Shield is presently not operating ? 

Mr. Smirx. We don’t think so. 

Senator Purrets. You think it wouldn't? 

Mr. Smiru. We think we have the reinsurance, if you wish to call 
it that, built right into the unique relationship between plan and 
physician that would permit that experimentation, and has permitted 
the experimentation sleends undertaken, and will permit more. 

Senator Purrett. What part would you think of the whole bill in- 
curred i is covered or paid for by Blue Shield or met by Blue Shield ? 

Mr. Smrrn. There have been a good many people that have at- 
tempted to determine that figure. It is pretty ‘ae todo. The best 
estimates that we have had range somewhere in the 50 to 55 percent. 
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Senator Purreii. Senator Hill, have you some questions you wish 
to ask? 

Senator Hiri. Mr. Smith, you were formerly with the California 
Physicians’ Service ? 

Mr. Smiru. That is right. 

Senator Hixx. I recall some several years ago we had some most in- 
teresting testimony, and I thought really an inspiring statement, about 


what had been done. I think California physicians really pioneered 
the Blue Shield, didn’t they ? 


Mr. Smirn. They did. 

The California Physicians’ Service was the first of these prepay 
ment plans to be sponsored by an entire State medical assoc ehion. 
and 1939 was the date of their incorporation. 

Senator Htrx. As I recall your statement of several years ago, one of 
the things that impressed me most was that you said the doctors who 
were members of that plan would reduce their fees, and some of them 
perhaps would get only what we might call 50 cents on the dollar, if 
that was necessary. 

Mr. Smrrn. That was absolutely true for a number of years. 

Senator Hurt. Is that your thought now, that that is the great safe- 
guard so far as what we might call reinsurance is concerned, that what- 
ever is necessary to be done so that the patients may get the benefits 
of the dostors’ ‘services the doctors themselves, in these Blue Shield 
plans, would = it? 

Mr. Smirn. Yes; I think so, Senator Hill. 

One of the deterring factors that would permit any carrier from 
experimenting with new kinds of coverage would be the hazard of un- 
known financial results. 

One way, of course, of hedging against the loss as the result of an 
unfortunate experiment would be to have a large capital reserve of 
some kind, out of which you could pay those losses without endanger- 
ing the entire structure of your organization. One method would be 
by: spreading that risk to another carrier or to the Federal Government, 
shall I say, through reinsurance. 

The way the Blue Shield has financed its experiments if it made any 
bad guesses was to fall back on the support of the doctors who signed 
these agreements to take it on the chin, if need be, until financi al ad- 
justments in the operation of the plan could be made to bring it back 
in line again. 

Senator Hii. And they have done that? 

Mr. Smirn. They have done it on frequent occasions. 

Senator Hii. They have frequently taken it on the chin? 

Mr. Smiru. That is right. They are quite willing to do so because 
these plans are their own plans, as you said a moment ago, and, simply 
because they have a firm belief in the rightness of what they are doing 
in the sponsoring of these plans, they are willing to assume the re- 
sponsibility for their solvency at the same time. 

Senator Hu. You, no doubt, heard the question T addressed to Mr. 
McNary a few minutes ago about the question of control. Do you 
have any fears of that; and, if so, why ? 

Mr. Suirn. In this bill under consideration ? 

Senator Hix. Yes; in this bill under consideration. 

Mr. Smrrn. Personally, I haven’t given it any great amount of 
thought, and in our conference in New York the subject of control 
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didn’t enter into the discussions at all. The discussions centered more 
about the question as to whether or not there was anything in the bill 
that would offer any great assistance to the plans, and the general 
feeling was there would be no need—that as a potential customer, shall 
we say, we didn’t feel any need—for the offer that was in the proposed 
legislation. 

‘Senator Hix. You stated more than 123,000 doctors of 155,000 
doctors in the United States are in Blue Shield plans? 

Mr. Smiru. That is right. 

There are about two hundred and five—I think I am correct in these 
estimates—or two hundred and six thousand doctors licensed in this 
country. About 155,000 are in private practice, and of that number 
123,000 are, by signed agreement, participating in Blue Shield plans. 

Senator Hitz. Does the spirit of the California plan, to which I 
alluded and which you have spoken of, prevail pretty much through- 
out all these plans, including these plans covering these 123,000 
doctors? 

Mr. Smriru. I think the expression of feeling on the part of those 
California doctors is fairly typical of what you would find in the other 
{7 States; yes. 

Senator Hitt. Now, suppose you had a plan that was not reinsured 
under the bill and another plan that was reinsured under the bill; 
would you feel that would militate against or in any way work un- 
favorably against the plan that was not ? 

Mr. Smirn. No. 

Senator Hitz. I would not ? 

Mr. Smirn. No. 

Senator Hiti. You don’t think the cost of reinsurance would be a 
major factor, do you, or do you ? 

Mr. Smirn. Certainly it is going to be a factor. How important 
it might be or at what rate the reinsurance or what the cost of the re- 
insurance was going to be, I don’t think I would be qualified or would 
want to make a statement on that because you are asking a question 
that would require me to project my thinking a little further down 
the road than I am prepared to do. Any cost that is going to be in- 
curred in the writing of a new contract is going to have to be absorbed 
in the rate charge to the public. If it is an excessive cost, the rein- 
surance is not worth the cost, if it is going to be considered in that 
light. If it were what might be termed a cheap rate and less than 
the insurance was worth, then the fellow who issued the reinsurance 
is going to get stuck. 

Senator Hii. I guess you make it clear in your statement that you 
represent the 78 Blue Shield plans. 

Mr. Smiru. That is correct. 

Senator Hitt. Now, is that the Association of Blue Shield Plans in 
the country, so to speak ? 

Mr. Smirn. The Blue Shield Medical Care Plans, of which I am 
director, is an association functioning very much like a trade associ- 
ation does, and the 78 Blue Shield plans then are member corporations 
of the association. 

Senator Hizz. Thank you, sir. 

Senator Purrety. We fiad testimony yesterday that indicated that 
the total bill for private medical-care expenditures, in the case of 
physicians’ services, amounted to $2,900,000, of which only 19 per- 
cent was paid by insurance, or roughly a half a million. 
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Now, this is a voluntary plan and doesn’t require anyone to join it. 
Would you feel having it available might perhaps encourage cover- 
ing in some manner, which we don’t even yet know about perhaps, some 
of the needs of the people, when we are only covering 19 percent of 
those expenses right now by paid insurance ? 

Mr. Samriru. I have seen those figures before, too, Senator Purtell. 

Do you know what elements of medical care—I presume all elements 
of professional services or medical care—are included in that total 
figure ¢ 

Senator Purrett. We have two. We have the costs broken down 
into hospitalization and physicians’ services, and in hospitalization 
I might say it amounts to $2,800,000, total expenditures, of which 
$1,100,000, or 38 percent, is paid for by insurance, whereas in the phy- 
siclans’ service only half of that, or 19 percent, apparently is of the 
total bill. 

Mr. Smiru. I think I could make two observations on the apparent 
discrepancies of those figures, and also the figure I gave you a moment 
ago of the range of 50 to 55 percent. 

One has to be very careful in asking questions like that, or in trying 
to get answers to those questions, to make certain of comparing like 
items. 

You take an insurance contract and analyze the type of benefits that 
are provided in that contract—surgical care, obstetrical care, certain 
types of medical care and a great portion of the field of medical serv- 
ices are not even included in the contract ; no attempt is made to insure 
them. 

The 50 to 55 percent figure that I gave you was a comparison bet ween 
the cost to the patient for those same services, as described in an insur- 
ance contract, as compared to the amount the Blue Shield paid toward 
the cost of those services. 

The figures I think you have are the same we saw a few days ago 
or a few weeks ago from the Department of Health, Education, and 
Welfare, which would indicate the amount of the total medical bill, 
including a lot of medical and professional services that we might say 
are noninsurable or have not yet been insured, or which no carrier has 
attempted to insure by contract, and the 19 percent figure would only 
then represent the relationship between the dollars paid by insurance 
benefits against the total medical bill of the American people. 

Senator Purreityt. Of course, in this bill we are trying to explore 
new areas. 

Mr. Smiru. I know. 

Senator Purret.. And it may well be some of those areas you are 
referring to right now would be covered by this bill. 

Mr. Smrrn. I think we are going to cover a lot of areas of medical 
care in the next 5 years that we haven’t in the last 10; but de do believe, 
as I come back to my own statement here again, that we have the 
financial solvency and we have the financial resources built into the 
structure of Blue Shield that will permit us to do that experimentation 
ourselves, without any need for ouside assistance or any reinsurance 
from an outside source. 

Senator Purrett, And you are presently exploring these new areas 
of coverage ? , 

Mr. Smrru. Senator Purtell, we publish what we call a Blue Shield 
Manual out of our headquarters in Chicago, which is kind of like a 
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catalog. It describes the various plans, or eontracts, benefits, and 
rates. It is a loose-leaf manual, and we attempt to revise it monthly, 
to keep it up to date. In almost any given month we will have to revise 
from 30 to 40 pages out of a 260-page manual. That is how fast the 
changes are occurring in contracts, in benefits, in rates, and things of 
that sort. It is almost impossible to keep up with the changes that are 
taking place in Blue Shield. 

Senator Purrett. Would you be kind enough to supply the com- 
inittee with a copy or two of your latest manual ? 

Mr. Surru. I will be very happy to do so. 

Senator PurreLL. We would like to have it. 

Mr. Smiru. Yes, sir. j 

Senator Purrett. Do you have any other questions Senator Hill? 

Senator Hii. I saw an article a few days ago, Mr. Smith, which I 
believe said the Henry Kaiser plan and some other Blue Shield plans 
were in competition for contracts. Would the fact that one of these 
plans had reinsurance under this bill and another plan did not would 
“ persuasive, you think, in awarding this contract ¢ 

Mr. Smiru. I don’t think so, 

Senator Hitz, You don’t think so. 

Mr. Smirn. No, unless the buyer were looking at the respective 
financial positions of the two competing carriers that were making 
an offering and felt that one was in the better position to deliver what 
it promised than the other. 

If you have a Blue Shield plan competing with Permament, shall 
we say, and the Blue Shield plan was in a poor financial condition, 
that might have an effect upon the buyer in his decision. 

Senator Hix. That is all. 

Senator Purreitn. Thank you very much, Mr. Smith. 

Mr. Smirxu. Thank you, sir. 

Senator Purret.. Let the record show that Senator Lehman, who 
was present, was called to a special meeting of the Committee on 
Banking and Currency in connection with the Housing investigation 
which just got underway and, therefore, he couldn’t remain at this 
meeting. 

Our next witness is Dr. Floyd W. Pillars, member of the council 
on legislation of the American Dental Association. 


Dr. Pillars. 


STATEMENT OF DR. FLOYD W. PILLARS, MEMBER OF THE COUNCIL 
ON LEGISLATION OF THE AMERICAN DENTAL ASSOCIATION, 
ACCOMPANIED BY FRANCIS J. GARVEY, SECRETARY OF THE 
COUNCIL ON LEGISLATION, AMERICAN DENTAL ASSOCIATION 


Dr. Prrtars. Mr. Chairman and gentlemen of the committee, my 
name is Floyd W. Pillars. I am a dentist engaged in the practice of 
oral surgery in Des Moines, Iowa. I appear before you this morning 
as a member of the council on legislation of the American Dental 
Association to present the views of that organization with respect to 
a number of bills contained in the President’s health program. 

With me is Mr. Francis J. Garvey of Chicago, I1., secretary of the 
council, who will assist me to answer any questions that you may have. 
You have requested the association’s views on five bills. 
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May I say immediately that the association has no comment to 
offer on S. 2759. 

I should like, with your permission, to divide the balance of the 
bills into three groups and to discuss each group in its turn. 

My groups are these: The first is S. 2778 and H. R. 7397, dealing 
with the grant-in-aid program; the second group is S. 2758 and H. R. 
$149, the proposed Medical Facilities Survey and Construction Act 
of 1954; and the third group is S. 3114 and H. R. 8356, proposing to 
establish a system of reinsurance in the health field. 

Before discussing the bills, let me refresh your recollection with a 
few facts about dental health and the dental profession. 

The problems relating to oral health in this country affect nearly 
every individual. : 

About 95 percent of the population will, at some time during their 
lives, experience dental decay. This disease manifests itself in chil- 
dren as young as 2 years of age. It is a disease from which the patient 
neither dies nor recovers. The carious lesions remain until treated. 
If they are neglected, the affected tooth will be lost. 

In addition to dental decay, about 80 percent of the population over 
30 will experience some form of periodontal disease, which is com- 
monly called pyorrhea by laymen. It, too, requires considerable 
treatment and, if neglected, may not only result in the loss of teeth, 
but may prove a source of other infection. 

Loss of teeth is a condition with which almost everyone is familiar, 
and it is safe to say that at least half of the population over 50 requires 
some form of denture to replace natural teeth which are missing. 

Other problems in the dental health field include cleft lip and palate 
and disfiguring malformations of the jaws. 

The care and study of these diseases are the responsibility of the 
dental profession, a group which is part of the health team but which 
is independent of all other professions, having its own schools, its own 
literature and organization, and its own licensing system in each of 
the States. 

Within his field the dentist is an independent consultant or operator. 
He cooperates with members of other health professions in the solu- 
tion of health care problems requiring their combined knowledge and 
skills. 

The recognized spokesman of the dental profession is the American 
Dental Association. There are in the United States today about 
83,000 dentists engaged in active practice, and more than 84 percent of 
these are members of the association. 

The policies of the association are adopted by its house of delegates, 
a representative body chosen from among the membership of the con- 
stituent and component societies located in each of the 53 States, Terri- 
tories, and possessions of the United States. These policies are adopted 
after the area in which a pronouncement is made has been carefully 
studied by one or more of the councils, or standing committees, of the 
association and a recommendation growing out of such studies has been 
presented to the house of delegates. _ at 

The first proposition I propose to discuss is the revision of the grant- 
in-aid formula. 

As you know, S. 2778 and H. R. 7397, if enacted, would eliminate the 
five categorical grants now specified in the Public Health Service Act, 
substituting therefor a single-grant fund to which the States would 
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have access, on a matching-fund basis, for any programs in the health- 
care field which they might care to justify to the Surgeon General. 
rhey would not be prohibited from seeking funds in the areas now 
covered by categorical grants, but they could likewise ignore these 
areas and secure assistance in fields which might be more important to 
their particular needs at a given time. 

Last year, according to the Federal budget, some $58 million was 
appropriated in the 5 categorical areas against $13 million for assist- 
ance to the States for all other problems of health care. 

The obvious ae hy indicates the persuasive effect which the 
availability of Federal funds in categorical areas has had upon State 
programs. 

To the American Dental Association it appears to be in the general 
interest to provide a single fund of adequate amount from which each 
state could obtain necessary assistance for its particular needs with- 
out being influenced by the availability of categorical money and the 
paucity of funds for general grants. 

In the past grants for dental health programs have not been avail- 
able through Public Health Service grants ; rather, the State programs 
in this area have been maintained through the Children’s Bureau ma- 
ternal and child health programs. 

In view of the prevalence of dental disorders, and the obvious need 
for expanded state programs in the field of dental public health, the 
association believes that enactment of the new formula and elimina- 
tion of the categorical grants would stimulate sound programs in 
fields of health which are important to the welfare and the comfort 
of the individual, but which are neither so dramatic nor appealing as 
the killer diseases like cancer and heart ailments or those which cause 
the removal of the individual from society such as tuberculosis and 
mental disorders. 

The house of delegates of the association long ago adopted the fol- 
lowing policy: Grants-in-aid should be considered as an acceptable 
method of supporting State dental health programs, provided that the 
right of a State to adapt a program to meet its own needs is 
safeguarded. 

In the light of that policy, the association recommends the enact- 
ment of S. 2778. 

The second proposition to be considered is that expressed in H. R. 
8149. Two things are included in this bill: First, a program to survey 
the need of the states for diagnostic and treatment centers, chronic 
disease hospitals, rehabilitation facilities and nursing homes; and 
second, provision of funds under a matching formula to construct 
the facilities found to be needed. 

The dental health interest in this bill can be found on two pages: 
14and 15. On page 14, beginning at line 17, diagnostic and treatment 
centers are defined. They are said to be facilities for the diagnosis 
or treatment of ambulatory patients. Taking the definition this far, 
it fits admirably the average dental patient, since dental care neces- 
sarily involves both diagnosis and treatment and relatively few den- 
tal patients are not ambulatory. However, at line 22, the advantage 
of such facilities as providers of additional dental health care is 
severely limited by the phrase “in which patient care is under the 
professional supervision of persons licensed to practice medicine and 
surgery in the State.” 
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Earlier, I explained that the profession of dentistry was a profes- 
sion independent of medicine, that the two worked conjointly on 
mutual problems but in an equal and not a subordinate status. 

The language used in this section tends to eliminate the possibility 
of esti ablishing dental facilities under the bill. These facilities are 
needed in conjunction with such overall medical facilities as diag- 
nostic centers, but they should be under the direction of a licensed 
dentist. This can be accomplished by rewriting line 24 of page 14 
to read : “medicine, surgery, or dentistry in the States.” 

We have added “or dentistry” 

Today every dental school in the country operates a diagnostic and 
treatment center in its teaching clinic. If the Senate were to adopt 
the suggested amendment, it would be possible to enlarge and expand 
such clinics with a twofold benefit : 

First, more patients could receive dental health care because of the 
existence of the additional facilities ; and 

Secondly, dental schools could train more dentists by reason of the 
expanded clinic facilities. 

Since each of the 43 dental schools now in operation is either State 
supported or a nonprofit agency within the meaning of the bill, all 
would be eligible to participate in the program. 

The association therefore recommends that H. R. 8149 be amended 
as suggested. 

Your attention is also called to the language appearing on page 15 
defining a “rehabilitation facility.” Here, at line 12, the bill reads: 
or (B) all medieal or related health services are prescribed by, or are under 
the general direction of, persons licensed to practice medicine in the State. 

As I have explained before, the responsibility for the dental health 
of patients is imposed by law directly upon the dentist; and his serv- 
ices cannot be prescribed by the members of another profession. In 
such cases the physician and the dentist consult with each other with 
respect to the health problem involved, but neither prescribes what 
the other shall do or shall not do. 

Rehabilitation work should not exclude the dentist on account of 
such language since there is much for him to do in this general area 
in the fields of maxillofacial surgery, cleft palate and cleft lip repair, 
orthodontia, and the like. 

Since, in some States, there are facilities for this sort of rehabili- 
tation directly under the direction of dentists, and in other States 
some hospital directors are dentists, it would not seem wise to use 
language which would naturally exclude this branch of the health 
professions from participating in the program envisioned by the bill. 

The association would suggest that here, too, a suitable amendment 
be inserted. 

The last bills to be discussed are the so-called reinsurance bills, 
S. 3114 and H. R. 8356. These bills propose to increase the quantity 
of health care available in the country by establishing a system of 
reinsurance under which it is hoped that’ private insurance carriers 
will be induced to expand their present areas of interest in new fields. 

It is conceivable that under this bill it might even be possible to 
obtain a program of dental health care insurance. However, no one 

can say for certain at this time. 
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The problem in this country still remains a matter of providing 
health care services. Financing of these services is only one aspect 
ofthe problem. Otheraspectsare: 

A willingness on the part of the individual to plan and budget for 
at least some of his foreseeable health care costs; 

The distribution of health service personnel in areas where there is 
a sufficient demand for their services to permit them to earn a living; 

Expansion of facilities for training health care personnel ; 

Better use of auxiliary personnel to expand the quantity of service 
offered ; and : 

Continuing programs to educate the public as to good health habits 
and good personal hygiene. ; 

This program attacks the problem only in the area of financing and 
to an extremely limited extent in that area. 

The association would recommend that the Congress take no action 
this year on this measure, but rather that additional time be allowed 
to permit all interested groups to study the proposal in its implica- 
tions, as well as in its explicit provisions, so that an ample opportunity 
will be provided to make the necessary corrections in the program 
before it is initiated. 

On behalf of the American Dental Association, may I again thank 
you for this invitation to appear and express its views. 

* Senator Purrets. Thank you very much, Doctor. 

Doctor, I know of very few, if any, plans—I don’t know of any 
insurance plans offhand—that cover dental care. You would have a 
terrific backlog—to begin with, anyway—if there were snch plans 
presented that had wide coverage as to dental care ¢ 

Dr. Prxuars. Yes. 

Senator Purre.y. There would be a terrific backlog? 

Dr. Puwars. A terrific backlog. 

Senator Purretn. Suppose you did have coverage today. You 
would have a great deal of dental work that would need to be done, 
and those whe would need to have that work done would, of course, 
need to have less done a year from now ; but initially wouldn’t you have 
a tremendous amount of work to be done at that particular time, if 
the insurance plans embraced dental care ? 

Dr. Pinxars. Yes; I think we would. 

Senator Purrets. You would have a terrific amount ? 

Dr. Pitzars. Yes. 

Senator Purrert. Senator Hill, do you have any questions? 

Senator Hiti. I am sure I am like the chairman. I appreciate very 
much Dr. Pillars’ statement. 

I may say, Doctor, you brought with you an old friend of this com- 
mittee, Mr. Garvey. For a long time he has not only been a friend, 
but a most helpful friend. When this committee has needed certain 
advice, information, material with reference to the problems of dental 
care, we have turned to Mr. Garvey and Dr. Kimberley—I am sure 
you know Dr. Kimberley—in the District of Columbia. 

I happen to be a member of the Appropriations Committee as well 
as a member of this committee, fe I was very much interested in 
what you said about the fact in the past that grants for dental health 
programs have not been available through public-health grants. Are 
such grants not authorized in the basic law today ? 

46293—54—-pt. 3——_5 
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Mr. Garvey. They are authorized under the general grant; yes, sir, 
Senator Hill. However, the amount of the appropriation and the 
desire of the States for other uses has led them not to use that avenue, 
because there was not enough money available; instead, to apply to 
that maternity and child- health grants, which have been more readily 
available. Both mechanisms, as you know , are available. 

Senator Hinz. I recall having been one of the sponsors of the bill 
to set up at the National Institutes of Health the Institute for Dental 
Research. Of course, that is different from your grants to your States, 
but there is nothing that puts your dental care, so far as your States 


are concerned, or funds going to the States in any particular category ; 
is that right? 


Mr. Garvey. That is right. 

Dr. Prtzars. That is right. 

Mr. Garvey. There is no category. 

Senator Hinz. In other w ords, Dr. Pillars, you referred to the par- 
ticular categories, for instance, to cancer and heart disease, tubercu- 
losis and: venereal diseases—those categories—but there has been no 
special category for dental care ? 

Dr. Pitiars. That is right. We feel if it were in one lump sum it 
would be useful for the States. 

Senator Hitt. Therefore, the only funds which have gone to the 
dental care, as far as going to the States is concerned, have been 
through your maternal and child health programs; is that right? 

Dr. Prttars. That is correct ; yes. 

Senator Hitz. If you were going to have special categories, I 


imagine you would feel there ought to be a special category for dental 
services ; is that right ? 


Dr. Priuars. Yes. 


Senator Hixt. I was interested in what you said about amendments 
for construction facilities. I might say I think one of the finest ex- 
penditures under our hospital survey and construction act in the State 
of Alabama has been the contribution made under that act, the Fed- 
eral grants under that act, for the construction of a fine building in 
connection with our University of Alabama Dental School. That 
building today is really a diagnosis and treatment building in con- 
nection with the operation of the school. 

So, certainly you feel anything that can be done that might en- 
courage construction and stimulate the building of our dental ‘schools 


so that we might have adequately trained dentists and more dentists 
is to be desired ¢ 


Dr. Pitzars. That is correct, Senator. 

Senator Hitz. Is that right, Doctor ? 

Dr. Prtxars. That is correct. 

Mr. Garvey. I might say one thing, Senator, if I may. 

Senator Purrent. We will be ver y happy to have you do so. 

Mr. Garvey. With respect to this question you put to Dr. Pillars 
as to insurance coverage : 

First, at the present time a patient with a dental disorder who has 
to be hospitalized can take advantage of Blue Cross for hospital- 
ization. 

Secondly, a number of Blue Shield plans throughout the country 
do authorize a limited insurance for certain forms of oral surgical 
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services, and the association is working in the States to attempt to ex- 
pand that program to take care of more. P 

However, with respect to the general insurance of dental care, as 
you stated, the initial care problem, to bring them up to a maintenance 
state, has, so far, proved to be the tremendous stumbling block. 

Even the willingness of the dentists to do as physicians have done 
with respect to Blue Shield and to underwrite later costs cannot take 
care of that financial gap to take care of the initial step. 

So, this, in a sense, would be a help in that direction; but we don’t 
know how far. 

Senator Purreny. I don’t know, but the reinsurance bill might be 
of some help in that field. 

Senator Hitz. I recall, Mr. Chairman, under the old Farm Security 
Administration—I am sure you recall, Mr. Garvey—we had some pre- 
paid dental plans and, as I recall, some 20-25 of these plans, and they 
had been worked out with the help of the American Dental Associa- 
tion, and, of course, with these local dental societies, and, as I recall, 
they worked pretty well, didn’t they, Mr. Garvey ? 

Mr. Garvey. They worked very well, Senator, in the inital stages; 
but you found one thing went wrong with them: There was a fine in- 
surance to bring everybody up to standard, but once they got up to 
standard they forgot to reinsure themselves for the next 2 years, until 
they accumulated more decay. Then they wanted to come back. 

Senator Hitt. They didn’t realize this dental thing was a continu- 
ing thing? 

Mr. Garvey. They wanted to pay the bill when the tire was flat, 
but they weren’t interested in putting new tubes in there 

Senator Hitt. So they wouldn’t go flat ? 

Mr. Garvey. To keep them from going flat. 

Senator Purrett. Do you have anything else. 

Thank you very much, Dr. Pillars. 

Our next witness is Mr. Alfred J. Bohlinger, superintendent of 
insurance of the New York State Insurance Department. 

Mr. Bohlinger. 

Mr. Bouttncer. Good morning. 

Senator Purre.ty. Good morning. 

I understand you are staying here at some considerable inconvience 
to yourself, that you have to make a train; is that correct ? 

Mr. Bouurncer. I would like to, Senator, but I think I will have 
ample time to make it. 

Senator Purreiy. Is it your wish to read your statement or have it 
entered in the record and then summarize it ? 

You may do whichever you wish. 

Mr. Bonurneer. I think perhaps it might be well for me to read 
and then you may have some questions. 

Senator Purreiy. All right. 





STATEMENT OF ALFRED J. BOHLINGER, SUPERINTENDENT OF 
INSURANCE, NEW YORK STATE INSURANCE DEPARTMENT 


Mr. Boutincer. My name is Alfred J. Bohlinger. I am Superin- 
tendent of Insurance of the State of New York. I appear here today 
at the invitation of your committee in connection with S. 3114. 
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At the outset I would like to state, Senator, I appear here only in 
my individual capacity and not in any sense as a representative of the 
National Association of Insurance Commissioners, the executive com- 
mitte of which group I think you may be aware has adopted a resolu- 
tion on this particular piece of legislation. 

The primary object of this bill, as set forth in the first section thereof, 
is to encourage and stimulate private initiative in making good and 
comprehensive health service prepayment plans generally accessible 
on reasonable terms to the maximum number of people. 

I believe the objectives of this bill are desirable. However, the im- 
plementation thereof raises questions in my mind as to the effective- 
ness of the legislation in attaining its professed goal. 

The bill represents a new approach by the Federal Government 
in the health insurance field. This of itself is noteworthy. 

The bill attempts to solve the problem by voluntary action, utilizing 
the facilities of private insurance companies as well as nonprofit health 
insurance plans. 

These carriers have in the past developed many new coverages and 
have endeavored to the best of their ability to serve the public. 

It would be regrettable if a Government system of health insurance 
were to disregard this good work and attempt to set up a competing 
system. 

The bill does not take the approach of competing with private enter- 
prise but instead attempts, through reinsurance, to stimulate the activi- 
ties of private insurers. 

It should be remembered, however, that reinsurance can never be a 
panacea for the country’s health insurance needs. 

Reinsurance cannot make uninsurable risks insurable, nor can it pro- 
vide the funds to purchase health insurance for persons who otherwise 
cannot afford to do so. 

Reinsurance cannot reduce the losses sustained by insurance com- 
panies as a whole any more than insurance can reduce the overall costs 
of medical care. 

All insurance can do is to spread these costs over the entire insured 
population. Similarly, reinsurance can spread the losses of participat- 
ing carriers over the whole of the business, thus lessening the impact 
upon any one company. 

It is important that we do not put too much stress on the magic of 
the word “reinsurance” and that we do not expect more of it than it 
can give. 

One feature of the bill is that the fund it sets up is designed to be 
self-supporting. If this can be accomplished, subsidization by the 
Government will be avoided. However, to the extent that the plan is 
self-supporting it will probably be ineffective for the reason that insur- 
ance carriers are not likely to be disposed to enter the program. They 
are not likely to participate unless they can see some advantage accru- 
ing to their operations as a result of their participation. It is also 
unlikely that the Government can perform the reinsurance function 
more effectively than a private reinsurance company. 

Operation of the program on a self-supporting basis, when coupled 
with the provision im the bill that the Government may provide the 
reinsurance facilities only where they are not available from private 
sources, makes it doubtful that the plan will be utilized. 
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The purpose of the program is to extend coverage to groups not now 
adequately insured. I understand these would include persons over 
65, low-income groups, the farm population, those with preexisting dis- 
abilities, and those in geographical areas not adequately served by pri- 
vate carriers. 

If these groups could be covered on a self-supporting basis, it is 
probable that private carriers would already have sought out these 
markets. The fact that they have not done so indicates that they have 
some doubts as to the feasibility of these coverages. 

If the Government program is successful in encouraging carriers to 
experiment in new and untried fields, especially in those where there 
may be some question in the minds of underwriters as to the wisdom 
of doing so, it is probable that certain companies will experiment 
unwisely and incur losses which the Government will be asked to share. 
On the other hand, the companies that are more fortunate or wiser 
in their underwriting and do not sustain losses will soon discover 
that they can get along without Government assistance. Thus, the 
Government program will find itself only reinsuring plans which 
develop adverse loss ratios, thereby destroying the aim of a self- 
supporting program. 

In addition to the danger of inviting a Government subsidy as a 
result of reinsuring plans which produce adverse loss ratios, there is 
the further fact that the Secretary of Health, Education, and Welfare 
is given wide discretion in fixing reinsurance rates. 

While the bill provides that actuarial principles are to be employed, 
there is the further provision that due regard shall be had to the 
objective of stimulating and encouraging plans to provide coverage. 
The latter requirement could well lead to the establishment of inade- 
quate reinsurance rates. Therefore, as the bill is drawn, we may have 
the paradox that to the extent the program is self-supporting it will 
not be utilized and to the extent that it is effective may require a 
subsidy. 

The bill attempts to retain undisturbed the present pattern of State 
regulation of insurance. It provides that, to the extent possible, the 
Government shall utilize the services of State insurance departments 
in supervising participating carriers and in certifying compliance 
with the requirements of the reinsurance program. This provision is 
apparently intended to carry out the philosophy of United States 
Public Law 15 wherein the Congress declared that continued State 
regulation of the insurance business is in the public interest. 

However, the discretion left to the Secretary of Health, Education, 
and Welfare in deciding to what extent State insurance departments 
shall be utilized is rather broad. The bill provides that the determi- 
nation of State agencies on certain matters may be accepted by the 
Secretary as conclusive. It appears to me, however, that the Secretary 
may, if he wishes, refuse to accept such determination and depend 
instead upon independent findings made by a staff of Federal insur- 
ance examiners. If this should occur, it might lead to Federal super- 
vision and regulation of the particpating carriers and the destruction 
of the professed aim of United States Public Law 15, to which I have 
alluded. 

Under the bill the Secretary would prescribe by regulation the vari- 
ous standards which participating carriers would be expected to meet. 
Although section 303 specifies certain general matters in regard to 
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which the Secretary would be expected to issue regulations, the dis- 
cretion vested in the Secretary is very broad. Whether or not this 
discretion is exercised wisely would to a large extent determine 
whether or not the program would succeed. 

It is desirable that companies be encouraged to experiment in new 
areas. It is also desirable that, in the course of such experimentation, 
policies meet certain standards. 

Any standards promulgated by the Secretary would not, of course, 
be oe to companies not perticipating in the program nor would 
they be imposed as to coverages not included in the program. How- 
ever, the more existence of standards could be a constructive force in 
the public interest. 

It should be noted, however, that the promulgation of standards 
in itself constitutes regulation and should be approached with caution. 

The bill embodies the principle of coinsurance in determining the 
proportion of the losses of any plan which the Government will bear. 
This is desirable since it will act as a deterrent to rash experimentation. 
The proposal that the fund reinsure 75 percent of the carriers’ excess 
losses should impel them to be cautious in their underwriting and at 
the same time encourage them to experiment. 

Although the bill provides that the Secretary shall not exercise any 
control over a carrier’s premium charges, there is also a provision that 
rates may not be arbitrary or unreasonable or such as to cause the plan 
to be financially unsound. 

This provision is similar to the provision contained in the laws of a 
number of States, including New York, that accident and health in- 
surance rates shall be reasonable in relation to the benefits contained 
in a policy. 

Under this standard, the New York Insurance Department makes 
appropriate analyses of rates filed with policy forms submitted for ap- 
canal Inquiry is made as to the composition of the rate, the way it 
was arrived at, and the relation of the rate to the policy benefits in 
order to determine whether or not the board statutory tests are met. 

While the authority granted under State laws is necessary for proper 
State supervision of insurance, there is a question as to whether the 
Federal Government should be granted such supervisory power. The 
granting thereof points up the problem of superimposing Federal 
regulation upon State regulation. 

While it is true that the lack of some supervisory authority in con- 
nection with rates might put the reinsurance fund in danger of paying 
out money on plans issued at inadequate rates, the cure may be worse 
than the disease. 

The provision of the bill which enables studies to be conducted and 
information collected concerning the organizational, acturial, opera- 
tional, and other problems of prepayment plans is a good one. There 
are many aspects of health insurance where complete data are not avail- 
able. The type of research which could be started under the bill 
could provide invaluable information required in solving the basic 
problems in this rather complex business. — 

However, the provision that organizational and other technical ad- 
vice and information be provided to carriers and sponsors of health 
service prepayment plans may be a dangerous one. While certain of 
these services may invaluable in enabling a plan to get started, 
care should be taken not to provide information that could be ob- 
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tained from a private organization. In addition to being unfair com- 
petition by the Government, the providing of services, such as aid in 
ratemaking and the like, would be a subsidy to the plan receiving such 
assistance as contrasted with one which hires its own staff of experts 
or depends upon paid consultants for these services. 

I think it would be advisable that the Government provide only such 
services as are not otherwise available. 

I conclude with the thought that, while the bill establishes a novel 
precedent and while its objectives are laudable, there is a question as 
to whether the proposal, in its present form, will accomplish its aims. 

I have outlined to you some of the questions which Sood occurred 
to me in studying the bill and some of the problems which remain 
to be solved. Many of these problems are difficult and defy easy solu- 
tion. I, therefore, suggest that further thought and study should be 
given to the whole subject. 

Senator PurretL. Thank you very much, Mr. Bohlinger. 

Senator Hill, have you some questions ? 

Senator Hiz. With respect to that last statement of yours on page 
7, about unfair competition by the Government, is there any company 
or companies today which would perform this reinsurance function ? 

Mr. Bon.incer. If the business can be written on a self-supporting 
basis, Senator, there are ample reinsurance facilities in this country 
for the accident and health business. 

Now, the larger carriers—for example, the larger life-insurance 
companies going into this particular area that you seek to cover 
through this program—lI don’t think they would even need the rein- 
surance facilities. They have adequate surplus to take care of any 
experimentation, and some of the larger life-insurance companies 
have gone into experimentation, such as major medical coverages. 
They haven’t had to get reinsurance in order to do it. 

Some of the smaller plans or smaller carriers might at times need 
reinsurance facilities, but so far as I am aware there is no dearth of 
reinsurance facilities for a self-supporting program. 

Senator Hm. You mean, then, there are enough companies with 
financial strength to carry on this reinsurance adequately ? 

Mr. Bonurneer. So far as I am aware, there are. 

I haven’t heard there is any lack of reinsurance capacity in this 
country in this particular field. 

Now, that may be due to the fact that direct writers, as we call 
them, that is, the carrier that deals directly with the public—that 
may be due to the fact that the direct writers haven’t sought the 
facilities; but, to the best of my knowledge, there is no shortage of 
reinsurance facilities for a self-supporting program. 

Reinsurance companies, of course, are looking to make a profit when 
they reinsure business, and if a plan is self-supporting the reinsurer 
is there to provide it. 

Senator Purrern. You are talking now of established self-support- 
ing plans? 

Mr. Bouutncer. Yes. 

Senator Purrern. And we are talking about fields that haven’t as 
yet established themselves as being self-supporting, but in which there 
is need for some aid and assistance to find out whether they are self- 
supporting; isn’t that true? 

Mr. Bontrncer. Yes. 
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Senator Purretn. For instance, the scope of the coverage today 
might well be, we think, perhaps with a plan such as this, which has 
a guaranteed minimum loss, as it were, and will permit the explora- 
tion of fields and scopes of activities that presently aren’t covered ; 
isn’t that true, Mr. Bohlinger ? 

Mr. Bonuincer. That is right, but, Senator, carriers are constantly 
broadening their efforts. For example, up until a few years ago it 
was almost impossible to get any coverage in this field of accident 
and health if you were over 60 years of age. Now there are quite a 
number of carriers—I can think of 4 or 5 large carriers—in this 
country that are providing coverages for the so-called overage risk. 

I grant you the field hasn’t been covered completely. There are 
still many overaged people who don’t have the coverage. 

I say this bill, so far as its objectives are concerned, is splendid. 
What I have sought to do here is point out some of the problems in 
implementing what our objective is. 

As I read this bill, I think the drafters of it have made a splendid 
effort. First, they haven’t wanted to put the Government in com- 
rn with private enterprise. They have preserved that in this 
ill. They don’t go into direct writing insofar as reinsurance facili- 
ties are available. If they are available, the Government isn’t in it. 
So, they have preserved that. 

The second thing they have sought to preserve is what has been, 
in my opinion at least, the congressional intent that the States should 
regulate the insurance business and the Federal Government should 
stay out of it. 

Now, in that area I don’t think they have quite succeeded, when 
they drafted this bill, in staying out of the area; but I can see why. 
This bill is evidently designed to set certain standards that will be 
level nationwide, and in that process they get into the regulatory 
concept. 

I think it is possible to reconcile perhaps differences in the approach 
here with what I understand to be the approach of United States 
Public Law 15 and the debates that preceded it. 

The third thing they have attempted to cover, which I also think 
is a splendid effort, or a splendid cjevtive-hel want to stay away 
from Government subsidy. 

Now, it is on the third one I think they have the knottiest problem, 
because if the plan is self-supporting it is my feeling at least it won’t 
be utilized. Carriers won’t need it. If it isn’t self-supporting, then 
it begins to partake of a ne 

Now, it is in that third problem I think they have got the knottiest 
problem of all, and I, frankly, don’t know the answer to it and I 
think it is something that ought to be studied a little more if the 
decision is to be that there is not to be Government subsidy. 

Senator Purrexy. In the process of exploring these new schedules, 
we may find many of them, and no doubt will find many of them which 
haven’t present coverage that will be self-supporting areas. 

Mr. Bontrincer. Yes, and they may initially be not self-supporting ; 
and I say there has been an attempt made in this bill—incidentally, 
I might say the drafters of this bill really went into all of the finer 
facets of the problem and I think probably would admit there is no 
such thing as perfection, as we all know, in any bill; but they even 
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sought here to reduce the impact of, say, losses in the first year when 
a new program is started by providing for > ren | it over a period 
of years and having reinsurance settlements and balances at the end 
of the year. They have made that effort. How well it will work, 
of course, is another question. 

Senator Purrety. Of course, it is an experiment, anyway. 

Mr. Bontrncer. Pardon me. 

Senator Purrecy. We recognize that is an experiment, anyway. 

Mr. Bonuincer. It is experimental, and I think the approach is a 
or od one. 
~ Senator Purret.. Senator Hill, I am sorry. I apologize for inter- 
rupting you. 

Senator Hiri. Let me ask you this, Mr. Bohlinger: Just now you 
spoke about competition with private enterprise. I didn’t have the 
rivilege of hearing Mrs. Hobby’s testimony yesterday. I just had to 
e at another committee meeting, but I did read the account in the New 
York Times this morning. As I recall, she said there would not be any 
competition because the Government would not reinsure if the private 
reinsurance—that is, reinsurance from private companies—were avail- 
able at comparable rates. Have you any comment to make on that? 

Mr. Boutincer. Well, Senator, in my statement here I have said on 
that question of competition with private enterprise—I have referred 
to it in only one connection, and that is the section of the bill which 
provides for research and aid to private carriers. That is the only 
area where I have alluded to competition with private enterprise. 

On the overall, I think they have succeeded very well in not com- 
peting with private enterprise ; but the Government is going to provide 


technical actuarial services, technical services, in the drafting of policy 
forms and things of that character—and that is what I was talking 
about in my statement here when I said there was competition; that 
is what I meant, just that one part of the bill. 

Senator Him. Those services you coo of, of course, would be a 


factor in the setting of your rates, woulc 

Mr. Bonttncer. Oh, yes; sure. 

Senator Hix. In other words, if those services were provided by the 
Government, without charge, then the Government could provide 
cheaper rates than the private company that had to pay for those serv- 
ices; is that right? 

Mr. Boutineer. You mean the cost-—— 

Senator Hitz. Yes. 

Mr. Bontinerr. Of doing surveys and studies is cheaper for the 
Government than it is for private enterprise ? 

Senator Hit. No; I don’t mean that. I mean if what the Govern- 
ment does, expends in making these surveys and making these studies 
is not reflected in your rates—— 

Mr. Bortrnecer. Yes. 

Senator Hm. Then, of course, your Government rates, you would 
think, would be cheaper than the rates of private companies that neces- 
sarily had to reflect these costs in their rates? 

Mr. Boxutrncer. That is right, but you do have competition. That 
is the only point I made. For example, let’s take the question of 
actuarial aid to a given carrier. Carriers generally either employ 
their own actuarial staffs or they have consulting actuaries and, while 
there is probably not an oversupply of actuarial talent available, it is 


n’t they ? 
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available for companies that need it. So, I say if the Government is 
going to provide those actuarial services to a given carrier, it is to that 
extent competing with private enterprise. 

That is the only point I am making, or trying to make, Senator, and 
it is only on that aspect of the bill w here I think there is some competi- 
tion between the Government and private enterprise. 

Senator Purrety. I was trying to find here, Senator, Mrs. Hobby’s 
testimony in the report of the hearings yesterday on many of these 
subjects you are covering. I do think this might throw some light on 
part of this discussion where I asked Mrs. Hobby these questions: I 
asked : 

Does it in any way put the Government in the insurance field in competition 
with private insurance companies? 

Secretary Horry. No, sir; it doesn’t. The bill specifically provides that where 
comparable reinsurance is available the Secretary is not authorized to reinsure. 

I then asked the question : 


Is the program, Mrs. Secretary, likely to result in Federal control of the insur- 
ance business? 


And Mrs. Hobby answered : 


Oh, no, sir. We tried to spell that out very carefully, Mr. Chairman, because, 
as you know, now usually the State departments of insurance or the State com- 
missions of insurance do regulate the carriers doing business in their States. 

There is no provision for any kind of control by the Federal Government 
over these carriers, and the Secretary is directed to use the State departments 
of insurance or the State commissions of insurance to the best possible extent. 


Then I asked again, so that we would have the record clear: 


So, there is no intention, Mrs. Secretary, then, to change that traditional regu- 
lation of insurance companies by the States? 


The Secretary answered : 

No, sir. 

And there was further testimony given by other members of her staff. 

Mr. Bontrnecer. I think they have made the effort ; but on the first 
point, if I understood Mrs. Hobby’s testimony correctly, that she said 
there is no competition, she is correct. There is no competition because 
if reinsurance facilities are available, then the Government reinsur- 
ance program doesn’t enter into it. She is correct, and I have said that, 
too, before, I think, in my testimony and in my statement, but again I 
am just narrowing it to this one point of the technical advice ; and let 
me read that portion of section 201 of the bill, which I think is the one 
that competes with private technical assistance. It says here: 


The Secretary is authorized to conduct studies— 
and so forth— 


and provide to carriers and sponsors of health service prepayment plans on 
request and without charge, organizational and other technical advice and infor- 
mation. 


To me, that means technical advice, actuarial, policy forms, anything 
you can think of. 

That is the only point there. 

Now, on the question of utilization of State insurance departments, 
I said, I believe, they made effort to do that. In fact, in section 104 
it says: 
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nt is The Secretary shall utilize to the optimum extent, in accordance with arrange- 
that ments entered into, the services and facilities of State agencies. 

The Secretary shall endeavor to make arrangements for utilization of the 
and appropriate agency of the carrier’s home State. 
eti- But then, farther down, going down to line 25 on page 7, it says: 

: _,. and in determining, in accordance with criteria established by the Secre- 
by’s F tary, whether, as required by section 304, the carrier is financially sound and 
1ese 4 entitled to public confidence. 
on ' Now, every State fixes certain financial standards, be they high or 
3: ] ; low. They may vary. 

j Apparently, as I read this language, the Secretary will make the 
ies determination as to whether or not the carrier is financially sound, 

even though the State may think the carrier is financially sound and 
ere may even so certify. You have an overlapping. 

Ire. 4 Now, this is just an illustration of what I mean by the serious effort 
that was made to preserve State regulation, and yet there is a sort of 
my 4 sloping over, and perhaps it is necessary ; but before you jump to it 

; or for it my suggestion is that it be given a little more thought. 

Senator Purrett. You have certainly given us a very complete 

i review of the bill, and your testimony will be very helpful to us, sir. 
se, : Senator Hill, have you any other questions ? 
= Senator Hix. No. 

- ; Senator Purren.. I want to thank you again for appearing here, 

ats i and I hope you will be in time to make your train. 

nt. ; Mr. Boutrncer. I will make it all right. Thank you, Senator. 
Senator Pcrreii. I hope you will find the folks that I understand 

= are ill in better health when you reach home. 

| Mr. Bontrncer. Thank you. 

Senator Purret.. I might say, sir, if you do have any suggestions 
on the language of the bill that might occur to you, the committee 
would welcome them. We would like any amendments or suggestions 

f. you feel would help us in trying to write this bill in those areas you 
st discussed. 

d Mr. Bonutncer. I have been thinking about the bill ever since I 
e received a copy of it. I have read it many times and, as I say, these 
. things occur to me. I can find answers to two of them, but the third 
. I am stumped. Maybe that will call for actuarial talents. I am not 
I an actuary. 

t Senator Purrert. Any thoughts you would have on it we would 
5 welcome very much. 


Mr. Bonttncer. Thank you. 

Senator Purrett. The committee will, therefore, recess until ten 
o’clock tomorrow morning in this room. The American Medical Asso- 
ciation will be here tomorrow. 

(Whereupon, at 11:38 a. m., the hearing was recessed, to reconvene 
tomorrow morning, Thursday, April 15, 1954, at 10 o’clock.) 
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Unirep States SenarTe, 
Com™MiTTE8E ON Lasor AND Pusiic WELFARE, 
SuscoMMITTEE ON HEALTH, 
Washington, D.C. 
The subeommittee met at 10:03 a. m., pursuant to recess, in room 
p-63 of the Capitol, Senator William A. Purtell, chairman of the sub- 
committee, presiding. 
Present: Senators Purtell (chairman of the subcommittee), Hill, 
and Lehman. 
j Also present: Roy E. James, staff director; Melvin W. Sneed and 
4 William G,. Reidy, professional staff members. 
4 Senator Purrett. The hearing of the subcommittee will come to 
order. 

First, I would like for the record to indicate that the fact that my 
colleagues are not able to be here in no way indicates lack of interest 
in the subject. Of course, the testimony of the witnesses is given to 
each one of the Senators, and I can assure you it will be carefully 
studied. Unfortunately, we do have in the pressure of work here 
conflicting committee dates in the morning; and, so, I want again to 
let you know, those of you who are here to help us in our deliberations, 
that it is not lack of interest but lack of time that keeps my colleagues 
away. 

Our first witness will be Dr. David B. Allman, member of the board 
of trustees and chairman of the committee on legislation of the Amer- 
ican Medical Association. 

Dr. Allman, we are happy to have you with us. 

Dr. Atnman. Thank you, Mr. Chairman. 

I want to say we appreciate the reasons for the absence of your col- 
leagues and thoroughly understand. 

Senator Purreiy. Is it your wish to read the statement or do you 
wish to summarize it, Doctor, and then have the whole statement 
entered in the record ? 

You may do whichever you wish. 

Dr. Aruman. It is entirely up to you, sir; whichever you prefer. 

Senator Purreiy. No; you are at liberty to present your testimony in 
whichever way you wish. 

Dr. Atpman. Well, if I may, I would like to start reading it. 

Senator Purretn. You go right ahead. 
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STATEMENT OF DR. DAVID B. ALLMAN, MEMBER OF THE BOARD 
OF TRUSTEES AND CHAIRMAN OF THE COMMITTEE ON LEGISLA- 
TION OF THE AMERICAN MEDICAL ASSOCIATION, ACCOMPANIED 
BY JOHN M. MARTIN, JR., LEGAL COUNSEL, AMERICAN MEDICAL 
ASSOCIATION 


Dr. Atuman. I am Dr. David B. Allman, of Atlantic City, N. J., 
and I have with me one of our legal counsel from the Chicago office, 
Mr. Martin. 

Senator Purrett. We are glad to have you with us, Mr. Martin. 

: Dr. Attman. I am engaged in the practice of medicine in Alantic 
ity, N. J. 

am a member of the board of trustees and chairman of the com- 
mittee on legislation of the American Medical Association, and am 
appearing here today as a representative of that association to testify 
on four specific bills which are pending before your committee. 

Before discussing these measures, however, I should like to express 
the appreciation of myself, personally, and on behalf of the American 
Medical Association for the opportunity to appear and present our 
views. 

In general, we agree with the stated purposes of these proposals, but 
we believe that considerable more study is necessary in determining the 
most desirable ways to accomplish these objectives, In this connec- 
tion, I can assure you that our association is willing to assist, in any 
way possible, in devising sound approaches to the solution of the prob- 
lems involved. 

I shall proceed, Mr. Chairman, to a discussion of the specific pro- 
posals under consideration, beginning with S. 2778, the bill which 
would amend the Public Health Act, as amended, so as to extend and 
improve public-health services and to provide for a better use of Fed- 
eral funds. 

The American Medical Association, which has always promoted 
State and local health services, approves this purpose, and approves 
S. 2778 generally, although it has reservations as to the effect and the 
form of certain of its provisions. 

For many years, our association has counseled with individuals and 
with various agencies of the Government relative to State and local 
public-health matters, and has consistently advocated greater respon- 
sibility and discretion at the local level in planning for and in solving 
public-health problems. 

At the present time, section 314 of the Public Health Service Act 
authorizes separate appropriations for grants-in-aid to the States in 
connection with certain specifically enumerated diseases, such as tuber- 
culosis, veneral disease, cancer, mental disease, and heart disease, as 
well as funds for public health services generally. 

S. 2778 would, if enacted, authorize in lieu of the present “categori- 
cal grants” three new types of grants for: (1) public health services in 
general; (2) extension and improvement of public health services; and 
(3) unique projects. 

We recommend that the extension and improvement or type 2 grants 
be eliminated from the bill as a separate category and that funds to be 
used for this purpose be considered an integral part of the basic or type 
1 grant. Under such an arrangement, the decision with respect to the 
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extension and improvement of public health services would be the ini- 
tial responsibility of the State health officer concerned and would be 
included by him in the plans submitted to the Surgeon General of the 
United States Public Health Service for approval. 

It is noted with respect to type 3 grants that they may be made to 

“States and to public and other nonprofit organizations and agencies.” 
In the context in which the term is used, and in view of the apparently 
unlimited authority of the Surgeon General with regard to the type 3 
grants, this language should be clarified. 

It also appears that there is little, if any, limitation on the authority 
of the Surgeon Gere ul with respect to the issuance of regulations and 
the allocation of mouey available for type 3 grants, since he is not re- 
quired to seek the advice of State health authorities prior to issuing 
such regulations or allocating available money. The extent to which 
the authority of the Surgeon General in this respect can and should 
be limited, in view of the types of grants involved, we believe warrants 
additional consideration. We believe the Surgeon General should be 
required to consult with the appropriate State health authorities or 
an advisory council with respect to projects to be financed through type 
3 grants. 

‘Senator Purrext. Doctor, do you have recommendations here for 
changes—not these »_neral recommendations, but specific recommenda- 
tions, embodied in your testimony ¢ 

Dr. Anrman. Yes, sir. They appear about the middle of the next 
page, sir. 

Senator Purreiy. Thank you. 

Dr. AtuMan. One of the key provisions, in terms of the overall im- 
pact of this proposal on present programs and on the scope and effect 
of he new legislation is that which appears on page 2, as follows: 

The portion of such sums which shall be available for each of such three types of 
grants shall be specified in the act appropriating such sums. 

The extent to which this matter could or should be determined in 
advance of annual appropriations should be further explored. 

We believe that only a small percentage of the funds appropriated 
should be allocated to other than type 1 grants. 

Finally, in connection with this and other bills concerning grants-in- 
aid to the States, it appears appropriate to invite the committee’s at- 
tention to the scope of the duties assigned to the Commission on Inter- 
governmental Relations, which was created during the Ist session 
of the 83d Congress, and the desirability of having the benefit of its 
findings and recommendations in this highly important field prior to 
extensive legislation changing present public health grant-in-aid 
policies and requirements. 

To sum up, the American Medical Association approves S. 2778 
with the following recommended amendments: 

(1) Type 1 and type 2 grants should be lumped together in a single 
category. 

Senator Purreiyt. In other words, Doctor, you want no category 
No. 2 at all? 

Dr. Attman. That is correct, sir. 

Senator Purrex. Regardless of the amount assigned to it or the 
formula that might be employed ? 
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Dr. Attman. That is right. The purposes in type 2 can be carried 
out intype1l. We don’t object to the purposes, and so on, but we think 
it should be all under the type 1 grant. 

(2) The purpose and terms used in connection with type 3 grants 
should be more clearly defined ; 

(3) The Surgeon General should be required to consult with State 
health authorities or an advisory committee in connection with type 3 
grants; and 

(4) This legislation should spell out the proportion of the total 
Federal funds appropriated to be used on each type of grant with 
only a small percentage allocated to other than type 1 grants, 

In other words, our position is that the type 1 grant is the important 
grant. 

The type 3 grant will be used by the Attorney General and, in the 
opinion of some of us, is already covered by section 301. 

Senator Purre.y. You wish to change that, do you not? 

You don’t mean the Attorney General; you mean the Surgeon 
General ? 

Dr. Attman. Yes. 

Mr. Martin. The Surgeon General. 

Dr. Attman. Thank you. 

Senator Purrett. We hope the Attorney General will not be in on 
this thing. 

Dr. AtpmMan. Now, the next bill which I shall discuss is S. 2758, 
which proposes to amend the Hospital Survey and Construction Act, 
as amended, so as to provide assistance to the States in surveying the 
need for, and in constructing diagnostic or treatment centers, hospitals 
for the chronically ill, rehabilitation facilities, and nursing homes. 

When the Hospital Survey and Construction Act, familiarly known 
as the Hill-Burton Act, was before the 79th Congress, it was studied 
very carefully by the house of delegates, the board of trustees and 
by several councils of the American Medical Association. As a result 
of such study, the intent and purposes of the legislation received our 
approval. The association has continued to support the law since its 
enactment. 

We are gratified to note that since the approval of the first project 
in fiscal year 1948, approximately 50,000 hospital beds have been con- 
structed under this program. In addition, approximately 45,000 hos- 
pital beds are now under construction. Apparently rapid progress has 
been made; projects have been allocated for areas where they are 
most needed and are being put into service with commendable 
promptness. 

There are certain differences in the House and Senate version of this 
proposal which we consider to be important. For example, the House 
bill, H. R. 8149, contains a declration of purpose, similar to that con- 
tained in the original Hill-Burton Act, while S. 2758 does not. We 
consider it desirable to reaffirm the original intent of the act, and, 
therefore, favor the inclusion of a restatement of the purpose as 
contained in H. R. 8149. 

It should be observed that the purpose of the original act was that 
facilities constructed pursuant to its provisions should be available to 
all the people of a State, the entire community, rather than just to 
one particular segment of the population. The declaration of purpose 
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contained in H. R. 8149 conforms to the original declaration in this 
respect. 

We also consider it important that it be made clear in the purpose 
section whether it is the intention of the bill to establish priorities 
in construction of facilities as between those covered in the bill and 
those covered in the existing Hospital Survey and Construction Act, 
since there appears to be a duplication of authorization with regard 
to certain of the named facilities. 

It is our view that facilities for the chronically ill and impaired 
should be part of or near a conventional hospital. S. 2758 does not 
include such a requirement; H. R. 8149 does include such a require- 
ment, as an alternative, as part of the definition of diagnostic or 
treatment center, rehabilitation facility, and nursing home, but not in 
connection with hospitals for the chronically ill and impaired. It is 
recommended that such a requirement be added. 

More important than these differences in the bill, however, are 
certain considerations which go to the fundamentals of the proposal. 
It appears from the language of the pending bills that the proposed 
extension of Federal assistance to the States in connection with the 
construction of medical facilities other than hospitals will be experi- 
men‘al in nature. However, even considered in that light, the defi- 
nitions of diagnostic or treatment centers, rehabilitation facilities, 
and nursing homes contained in each of the bills are too general in 
nature. In particular, the definition of diagnostic and treatment 
centers is vague and ambiguous. It is not clear whether a diagnostic 
or treatment center will include an individual physician’s office, a 
group clinic operated by physicians, or any hospital. 

How will the inventory be made by the States under vague termi- 
nology of this type? 

We consider the language of this part of the bill to be an unwise 
amendment to an act which has been highly successful to date. 

Also, neither S. 2758 nor H. R. 8149 includes a comprehensive defi- 
nition of the term “hospital for the chronically ill and imphired,” 
except that it is stated the term shall not include any hospital pri- 
marily for the care and treatment of mentally ill or tuberculous 
patients. 

The committee report accompanying the House bill, House Report 

No. 1268 of the 83d Congress, states on page 14 that the House bill 
“proposes no change” in the definition of “hospital” appearing in sec- 
tion 631 (e) of the Public Health Service Act, which states: 
(e) the term “hospital” (except as used in section 622 (a) and (b) includes 
health centers and general, tuberculosis, mental, chronic disease, and other 
types of hospitals, and related facilities, such as laboratories, outpatient depart- 
ments, nurses’ home and training facilities, and central service facilities oper- 
ated in connection with hospitals, but does not include any’ hospital furnishing 
primarily domiciliary care ; 

While it may be assumed that this is also the intention of the 
Senate bill, it is a matter which should be clarified prior to passage. 

It appears to us that the above-quoted definition clearly includes 
hospitals for the chronically ill. If so, the question naturally arises 
as to the. necessity for including, this category in the proposed amend- 
ment, unless it is to establish a priority for such facilities. If this is 
the purpose, it should be so stated. 

46293—54—pt. 836 
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To summarize, we approve this proposal subject to the following 
amendments and recommendations: 

(1) That a purpose section be included and that such section be 
clearly written, particularly with regard to the possible matter of 
priorities; and 

(2) That the terms used in the bill be defined more clearly, and 
that the relationship of such facilities to conventional hospitals be 
specified. 

The next bill, S. 2759, proposes an amendment to the Vocational 
Rehabilitation Act. On this bill, Mr. Chairman, we are not prepared 
to take a definite position. We have considered the proposal gener- 
ally ; however, we have not received a sufficiently clear explanation of 
the measure to permit the formulation of a final opinion on the bill. 

While it may well be desirable to amend certain provisions of the 
Vocational Rehabilitation Act in order to facilitate improved admin- 
istration, we consider that this bill goes beyond the correction of tech- 
nical administrative provisions. Further, while it may be appealing 
to streamline statutory phraseology by dividing all types of grants- 
in-aid to the States in the health field into three categories, we see 
no need for making artificial groupings just for the sake of that type 
of streamlining. 

Beyond these general observations, Mr. Chairman, we take no posi- 
tion on the proposal at this time. 

Senator Purre. Is it your intention perhaps to express an opinion 
later as an organization ? 

You say “at this time.” 

Dr. AtpMaNn. We attempted to get all the information we could 
and, if I may, I would like to make a statement off the record. 

Senator Purretz. All right. 

(Off the record.) 

Dr. Attman. The next and last bill to be discussed is the reinsur- 
ance proposal, S. 3114. On March 31 a joint meeting of our commit- 
tee on legislation and executive committee of the board of trustees of 
the association met to formulate a position on this bill. 

As in the case of two of the proposals already discussed, the Amer- 
ican Medical Association is in complete accord with the stated purpose 
of S. 3114, which is to promote the best possible medical care on rea- 
sonable terms. Our association has for many years adhered to a 
policy which parallels this purpose and has long been in agreement 
that the most feasible method of accomplishing this result for most of 
the people is through voluntary health insurance. 

While it is reassuring to the medical profession to find that the 
official position of the Government is one of trust and confidence in 
the ability of private initiative to solve existing problems in the field 
of medical care, it is questionable whether the mechanism suggested 
in S. 3114 is essential, and whether it will, in fact, accomplish the 
desired results. 

Tn determining its essentiality we believe that it is necessary to give 
full and complete consideration to the tremendous strides which vol- 
untary health insurance has made in this country and the simultane- 
ous improvement in benefits provided to meet the desire of the public 
for more adequate protection. The expansion of coverage and the 
improvement of benefits to cushion the economic shock of hospital, 
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surgical, and medical expenses has been phenomenal during the past 
few years. 

It is our belief that the future also holds real promise for still 
greater progress in health insurance coverage. This fact, plus the 
demonstrated ability of the industry to meet the needs and demands 
of the public, indicates to us that it is unnesessary for the Federal 
Government to enter the field. 

Senator Purrett. When you speak of the industry you are speak- 
ing, of course, of the insurance industry ? 

Dr. AnumaNn. Insurance; that is correct, sir. 

The public interest will be served best and continued progress of 
health insurance protected by preserving the freedom and competitive 
features of the present method of operation. 

It must also be emphasized that there is a limit to the number of 
insurable people in this country, and a limit to what can be accom- 
plished by insurance. In any effort to solve the economic problems 
of medical care, it is essential to consider two groups of individuals: 

(1) Those who are able to pay the normal costs of medical care; 
and 

(2) Those who are indigent. 

Most of the American people fall within the first group and have 
access to the many forms of health insurance now offered. Some of 
these have elected to carry their own risk either because of their finan- 
cial ability to do so or because they are not convinced of the wisdom 
or necessity of purchasing protection against medical expenses in 
advance. As the desirability of insuring against medical expenses is 
more generally accepted and as the improvement and development 
of new types of coverage evolve, it is reasonable to expect that the max- 
imum number of insurables will be covered. 

The other group—the indigent—pose distinctly different problems. 
These individuals do not have the funds with which to purchase insur- 
ance and are dependent, in some measure, on outside assistance for the 
basic necessities of life. The American Medical Association believes 
that if the medical-care problems of this group cannot be solved by 
the individuals or their families, the responsibility should be assumed 
by the local and State governments. 

As an association we have been greatly concerned with the indi- 
viduals in this category and are making efforts to aid in the solution 
of this very difficult problem. Through our council on medical service 
we have undertaken a series of studies of the organization and opera- 
tion of State and local indigent medical-care plans which are effective 
in meeting the need. Fifteen such studies have been made to date and 
five more will be completed this summer. 

These reports are being published in the Journal of the association 
and distributed to all State and county medical societies. 

Through this method and through the establishment of suggested 
criteria for such plans medical societies have been stimulated to or- 
ganize an adequate program or to improve an existing one. 

Recognizing that the medical profession is only one of a number 
of parties concerned in the total health-care picture of the indigent, 
a permanent study group comprised of representatives of the Amer- 
ican Medical Association, the American Hospital Association, the 
American Dental Association, the American Public Health Associa- 
—— the American Public Welfare Association has been estab- 

ished. 
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Senator Purreiy. May I interrupt, Doctor ? 

How long has that been established? How long has it been oper- 
ating ¢ 

Dr. Attman. Do you know the date of its inception ? 

Senator Purrety. Is it a matter of years? 

Mr. Martin. It has been some time, Mr. Chairman. 

Dr. Atuman. A couple of years. 

Senator Purre.y. A couple of years. 

Dr. AttMAN. If that isa satisfactory answer-—— 

Senator Purreti. Yes. 

Dr. AttmMaNn. It hasn’t just been done, but it hasn’t been too long. 

Two immediate projects being undertaken by this study group are: 

(1) Preparation of a basic statement on the total problem of health 
care for the indigent. 

(2) A series of joint field studies by staff personnel of the various 
agencies represented so as to consider the problem, operations, and 
services of all groups concerned with providing medias hospital, 
and related services to the indigent. 

Finally, the association is considering the establishment of a field 
service to assist State and county medical societies in developing 
indigent medical-care programs. 

As a pilot project the field staff spent 5 weeks in 1 State during the 
summer of 1953 to help collect basic data and information which 
might lead to a formal State organization and to adequate financing 
for an indigent medical-care program. 

We hope that expanded efforts by private agencies and an awaken- 
ing by State and local governments to their responsibilities to the 
indigent will lead toa solution of the problem. 

It is not clear, however, how persons in the indigent group will be 
assisted by the provisions of S. 3114, without some form of Federal 
subsidization paid through the insurance companies. We believe this 
would be objectionable. 

Senator Purre.y. Of course, you know the bill doesn’t call for the 
paving of any subsidies? 

Dr. AttmMan. That is correct. 

Senator Purreri. You recognize that, Doctor ? 

Dr. AnumaAn. That is correct ; yes, sir. 

As physicians, we have a real interest in this bill; nevertheless, we 
do not. feel qualified to comment authoritatively on its technical insur- 
ance and reinsurance aspects. We have, therefore, met with represent- 
atives of the insurance industry and have, in addition, studied 
carefully their testimony before congressional committees during the 
past few weeks. We have noted the reluctance and, in some instances. 
the expressed fear with which these insurance authorities have viewed 
the proposal. 

This testimony plus other expressions of opinions 

Senator Purteiy. May I interrupt a moment, Doctor? 

Is that fear, since you don’t indicate what it is, simply the fear of 
the Government getting into what ultimately might lead to socialized 
medicine ? 

Dr. Aruman. No: it is the fear the bill will not accomplish its pur- 
pose; the fear there is no real need—and that not only may it not 
accomplish its purpose; it may act as a detriment to the expansion of 
private health services. 
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Senator Purre.u. Have they indicated in what way that might be 
the result of the bill? 

Dr. AtLMAN. Indicate in what way that might—— 

Senator Purrety. Yes; be a deterrent. 

Dr. AttmMaN. In the first place, there is no need. They have indi- 
cated to us they have ample funds to do their own reinsuring, if neces- 
sary. 

As far as being a hindrance to the normal, proper growth, they fear 
they may be, in some cases, tempted to go into uncharted fields, where 
the results may be catastrophic and may react unfavorably on all in- 
surance. 

Senator Purreiy. Of course, it couldn’t be catastrophic beyond what 
the funds go, beyond the $25 million, plus the amounts paid in; and 
in the case of the insurance companies it can only be to the extent of 
25 percent of their losses, because the Government guarantees the other 
75 percent of those losses, and it would be, of course, by responsible 
insurance companies, so that I don’t believe they intend plunging in 
blindly. It was hoped the bill might open up new areas of exploration 
ata faster rate than otherwise might be accomplished. 

[ just wondered, Doctor, when you spoke about the fears, whether 
the basic fear was perhaps of a camel’s nose under the tent, as they 
talk so much about. 

Dr. ALuMaN. I don’t think that is the basic fear. 

Senator Purret.. I am sorry for the interruption. 

Dr. AtpMan. That is all righi. 

Senator Purre.t, But I thought perhaps you had some other things 
to say about it. 

Dr. Attman. This testimony, plus other expressions of opinions 
from the insurance industry, and our own analysis of the bill, has led 
us to the conclusion that a Federal reinsurance system such as pro- 
posed could not be expected to achieve the objectives set forth in this 
measure. In addition, the measure as drawn would place extensive 
regulatory power in the Secretary of the Department of Health, Edu- 
cation, and Welfare. The concentration and delegation of such po- 
tential power and control over a vital branch of the American industry 
in a department of the executive branch of the Government, without 
clear and convincing evidence of the need, is extremely difficult to 
justify. 

Senator Purret,, May I interrupt there a minute, Doctor. 

We had data presented to us 2 days ago, I believe, or 3 days ago, 
which indicated that actually there is only 19 percent of the physician 
costs that is met by insurance—only 19 percent and in the case of hos- 
pitalization I believe it is only 38 percent. 

Wouldn’t you think there was a need, if those figures are accurate? 

Dr. Arpman. Assuming those figures are accurate—I mean I don’t 
think they 

Senator Purreiy. Let’s change it a bit. Let’s jump it up to 50 per- 
cent, which is certainly jumping it up. 

Dr. Aupman. No; even accepting them, I don’t think the figures per 
se would necessarily be the indication. There are many people, such 
as those who are here probably, who aren’t interested in insurance. We 
pay our own way. Therefore, we wouldn’t enter into that insurance 

racket. 

There are many indigent patients who are receiving care that don’t 
come into that bracket. 
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So, I don’t think you can just take the percentages per se, by them- 
selves, to indicate too much. 

Senator Purrert. Except, Doctor, if you break down the 160 mil- 
lion people in this country and break them down into income brackets, 
we will find a very, very substantial, a very, very large percentage of 
the total population is in that income-tax bracket where perhaps they 
can’t afford to do their self-insuring; and that was the thought 
behind this legistlation, not the people who have sufficient money so 
they don’t have to worry about medical and hospital bills, but the 
people who actually need some sort of insurance coverage to meet 
those obligations. 

I feel perhaps that is one thing the bill might do. I am not arguing 
the point. I simply want to call to your attention these figures that we 
had presented to us indicate a very pressing problem for insurance 
coverage. 

Dr. ArtMaNn. Might I say if you had taken those figures 3 or 4 years 
ago you would have found them to be terrifically worse, and in the 
past few years there have been great strides made in this insurance 
field. We feel the progress has been very commendable, and we are 
in hopes it will continue to be. We see no reason why it shouldn't. 
Weare fearful of upsetting that trend. 

Senator Purrei.. Since we have demonstrated by additional cover- 
age there was a need then, doesn’t that perhaps indicate that such areas 
that are being covered now might have been hastened a bit in their 
coverage; and isn’t it true we would at least insure the insurance 
companies in exploring these new fields of coverage against excessive 
loss by this and perhaps encourage them to work a little faster in 
exploring those fields g 

r. ALLMAN. I am notso sure. 

Senator Purrety. I wondered if that isn’t true. 

Dr. Attman. I don’t see how it would do it, sir. I mean I don’t 
want to be—— 

Senator Purrett. No; I am not arguing. I am simply trying to 
get your thinking on the matter. 

Dr. Attman. Well, we really don’t think this will hurry the situa- 
tion any. We doubt if it will be used, in the first place, and if it is 
used we are afraid it may lead some companies into taking actuarially 
unsound risks, which might not work out to the best. 

Senator Purreit. Actually, Doctor, we are many times asked, and 
I have been asked many times: No. 1, there is a recognized need for 
additional coverage of some kind. There is a recognized need for 
meeting this health problem. What are the professions doing to meet 
this, and how quickly can it be done, and in what fields are they 
exploring? 

in the answers to these problems we are trying to find perhaps a 
path we may follow. We recognize this is experimental. 

Dr. AttMaAn. The professions are doing very much. 

We have a very definite, constructive program, a positive program, 
of which we will be glad to supply you with copies. 

Senator Purret,. We would be glad to have such programs as you 
have. We are simply trying to find out what the answers are; and if 
you will give us, the committee, the programs that you have that indi- 
cate your solution to it, or partial solution or attempted solution, we 
will appreciate it very much. 
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Dr, AuLMAN. We will attempt to supply that, sir. We have volumes 
of it. We have this Council on Medical Service, which I spoke of 
before, a special committee on medical care, and a special council on 
minor problems. 

Senator Purreii. You are not just studying; out of those have come 
some plans ? 

Dr. Auman. Yes. 

Senator Purrett. We would like to have those plans. 

Dr. ALLMAN. We will see that you get them. 

Mr. Martin. We will supply them for the record, Mr. Chairman. 

Senator Purrert. Again f apologize for interrupting, but again it 
seemed pertinent at that particular point ? 

Incidentally, those plans you do submit will be incorporated in the 
record. We will hold the record open for you if you will send them 
to use within a reasonable time. 

Mr. Martin. We appreciate that, sir. 

Senator Purrety. ‘Thank you. 

Dr. Attaan. We will have them sent immediately from Chicago. 

Senator Purrett. Thank you. 

(The information submitted by Dr. Allman is as follows :) 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., April 29, 1954. 
Hon. WILLIAM A. PURTELL, 
Chairman, Subcommittee on Health, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear SENATOR PURTELL: On April 15 representatives of the American Medical 
Association testified before your subcommittee relative to S. 2758, H. R. 8149, 
S. 2759, S. 2778, and S. 3114, 83d Congress. At that time our witness, Dr. David 
B. Allman, of Atlantic City, N. J., was requested to supply certain material 
for the record, 

In his testimony, Dr. Allman considered the above-mentioned bills separately 
and discussed each at length. We find, on reading the transcript, that some of 
the requested information was covered in the prepared statement. The remain- 
ing material which was requested is submitted herewith as attachments, with 
the following specific comments by way of summary. 

The American Medical Association, since its organization over 100 years ago, 
has been vitally and consistently concerned with the health of the Nation. This 
is our business; our reason for being. As an association we would be the first 
to admit that, despite the remarkable record of medical achievement, much 
remains to be accomplished. However, we think it is important to emphasize 
that in practically every instance of recognized deficiency, the American Medical 
Association has been the first to undertake a positive, constructive program of 
action. This is a fact which may be forgotten in the heat of discussion over 
some particular legislative proposal affecting a segment of the total health field. 

The association is vitally concerned with the four areas which would be af- 
fected by the bills on which our statement was presented on April 15. As Dr. 
Allman indicated at that time, the association has done a great deal of construc- 
tive work with respect to the problems inyolved and long before they became 
subjects of proposed legislation by the Federal Government. We will touch 
briefly upon a few of these matters. 

First, with respect to health insurance: It appears that it is quite often for- 
gotten that the medical profession was the pioneering group in the health insur- 
ance field. When prepaid health insurance is mentioned, most people think at 
once of Blue Cross and Blue Shield, which is quite understandable, since Blue 
Cross pioneered in the field of group hospital insurance, and Blue Shield in 
group surgical coverage; however, the important fact to remember is that the 
medical profession actually did the underwriting for most of these original 
»nlans. The medical profession, for example, underwrote and suffered a large 
loss in California during World War II while the program for insurance of agri- 
cultural agencies was being developed. 

It is our understanding that Massachusetts will cover catastrophic illness in 
the near future, and that New Jersey and Oregon are about to announce 
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increased coverage. These things are being done privately, without any Fed- 
eral reinsurance system. 

There are certain groups in our population, as Dr. Allman pointed out, that 
cannot be reached by any healt insurance program: the well-to-do, who prefer 
to pay directly for their own medical and hospital expenses, on the one hand, 
and the indigent, who cannot afford health insurance, on the other. As Dr. 
Allman stated, the American Medical Association has for many years been study- 
ing and promulgating indigent care plans, and working toward solution of this 
problem. There are enclosed herewith certain publications which show what the 
association has done to reach this segment of the population. These are sub- 
mitted for the record. 

The American Medical Association has, in addition, worked for many years 
toward greater participation by the public in hospitalization and medical and 
surgical plans. An example, with regard to rural coverage, is found in the last 
two national conferences on rural health, sponsored by the association’s Coun- 
cil on Rural Health, at which times the subject of health insurance was covered 
by many different experts for the primary purpose of encouraging further uti- 
lization of existing and proposed health plans by persons in rural areas. We 
enclose herewith certain literature which, summarizes the activities of the Coun- 
cil on Rural Health at its 4th, 5th, 6th, 7th, and Sth conferences. The.Ameri- 
can Medical Association likewise has, as part of its organization, a Council on 
Industrial Health, which has long been active with respect to the health of city 
dwellers and to the special health problems created by our industrial society. 

The second matter under consideration deals with the extension of the Hos- 
pital Survey and Construction Act, familiarly known as the Hili-Burton Act. 
You will recall that in ovr statement we raised a number of questions in con- 
nection with the pending bill, particularly with regard to certain definitions and 
concept of the “diagnostic and treatment centers.” 

You appreciate, I am sure, the difficulties involved in arriving at a proper defi- 
nition of “diagnostic and treatment centers,” within the framework of the theory 
of the original Hill-Burton Act. Comparable difficulties also exist with respect 
to facilities for the chronically ill, rehabilitation centers and nursing homes. The 
establishment of a formula which will not place the Federal Government in com- 
petition with individual physicians and private hospital and allied health facili- 
ties, but which at the same time will accomplish the stated purpose of making 
more facilities available in areas where they are not now available, is most 
difficult and requires a cautious and considered approach. We would reiterate 
the point made by Dr. Allman in his prepared statement that the purpose of the 
bill with respect to the matter of priorities be made clear, and we further recom- 
mend that approval of the other types of facilities specified in the bill be limited 
to those which are a part of or operated in connection with an established 
hospital. 

We view the proposal to build diagnostic and treatment centers and then lease 
them to physicians in private practice as being contrary to the theory of the 
Hill-Burton Act. 

The American Medical Association has encouraged, through all means at its 
disposal, the proper distribution of physicians throughout the country. Its vari- 
ous councils, particularly the council on medical service and the council on rural 
health, have conducted a number of studies of methods of encouraging young 
physicians to settle in rural areas. 

Third, with regard to the proposed changes in the system of grants-in-aid to 
the States for public health activities: We find on reading the prepared state- 
ment of Dr. Allman that the majority of questions on this bill were answered by 
him in the statement or in response to questions at the hearing. We consider it 
inappropriate for us to submit proposed language at this time since we do not 
now know to what extent, if any, our recommendations will be accepted. 

Fourth, with respect to the proposed amendments to the Vocational Rehabilita- 
tion Act: In his prepared statement, Dr. Allman indicated that the American 
Medical Association was not prepared to take a definite position on the bill to 
amend the Vocational Rehabilitation Act, but that the bill was under study. 
The association will not be able to take a definite position on this bill until the 
next meeting of its committee on legislation. It is not anticipated that the com- 
mittee will meet for the next several weeks. However, after the bill has been 
further considered by our committee on legislation and board of trustees, a state- 
ment with respect to the measure will be forwarded to your committee. 

Sincerely yours, 
Groree F. Lott, 
Secretary and General Manager. 
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Preface 


The Committee on Indigent Care has made considerable 
progress in its study of the various types of programs through 
which medical care is made available to public assistance 
beneficiaries and to the borderline group often referred to as 
the medically indigent. Fifteen field trips have been made to 
review and compile data concerning the operation of local 
and state-wide indigent medical care plans. Five additional 
plans are scheduled for review before the study will be 
considered complete. 

Ten individual reports on the study have appeared in The 
J. A. M. A. and reprints have been made available to medical 
societies and others interested in this particular subject. Be- 
cause interest has increased and requests continue, these ten 
reports are being published together in this pamphlet. 

During the study the Committee has been concerned with 
the problem of how to assist medical societies in evaluating 
indigent medical care plans. After many conferences and 
meetings, it has developed the following set of “Guides” which 
were submitted to and approved by the House of Delegates 
at its session in December, 1953. 





Guides for Evaluating Indigent Medical Care Plans 


These guides represent working data of the Committee on 
Indigent Care and are not statements of policy of the A. M. A. 
They are presented with full recognition that every com- 
munity will have local problems which may necessitate varia- 
tions from the suggestions made here. Nevertheless, it is the 
opinion of the Committee that a reasonable evaluation may 
well rest upon the characteristics listed below: 


TO SERVE BEST ITS PURPOSE AN INDIGENT 
MEDICAL CARE PLAN SHOULD: 


1. Make provision for those necessary services normally 
available locally to others; 

Make equal services and facilities available to all indigent 
groups in any given local area; 

3. Utilize existing facilities and avoid duplication wherever 

possible; 

4. Wherever feasible, offer free choice of physician in home 
and office care so as to have continuity of medical super- 
vision for each patient. A patient should have the oppor- 
tunity to select a physician of his choice or, where 
available, a teaching facility. (Facility here refers to teach- 
ing hospitals approved by the Council on Medical Edu- 
cation and Hospitals for residency and/or internship or 
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outpatient department of medical schools approved by 
the Council.) Such facilities should accept only such load 
as is sufficient to meet their needs for clinical material; 


5. Develop and use outpatient clinics not affiliated with 
teaching hospitals and medical schools only when mutually 
agreeable to the medical profession and the administrative 
agency involved. Participation in clinics established by 
agencies responsible for the care of the indigent, other 
than in hospitals and medical schools, should be open to 
all physicians in the community qualified to serve in the 
particular types of clinics; 

Provide for medical supervision of all medical aspects; 


7. Provide reasonable payment to physicians on a _ basis 
agreed to by the medical society. The organization of all 
programs and the method or methods of payment should 
be approved and reviewed at regular intervals by the 
local medical societies. Suggested are: j 
a. Fee for service in the home, office, and hospital; 

b. Hourly payments in outpatient clinics; 

c. Where the services to an indigent patient are provided 
by a teaching facility, the teaching facility should be 
paid on the same basis as individual physicians. Funds 
so acquired should be used for the advancement of 
graduate training. If the facility is a teaching hospital 
organically affiliated with a medical school, such funds 
should be expended at the discretion of the medical ; 
faculty. If the facility is a hospital not organically 
affiliated with a medical school, such funds should be 
expended at the discretion of the medical staff of the 
teaching hospital; 

8. Provide for local administration of the medical program 
for all indigent groups (such as Old Age Assistance, Aid ; 
to the Blind, Aid to Dependent Children, and General 
Welfare Cases) by a single agency; 
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9. Provide for continuous liaison between medical society 

and administering agency; } 

10. Give additional consideration to: 7 
. Special diagnostic aids, 

. Preventive medical services, ‘ 


. Health education, 
. Rehabilitation, 

Home nursing as substitute for prolonged hospital care, 
Adequate social service coverage. 
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[he principles embodied in these guides are neither new 
nor are they a depariure from past practices; rather they 
emphasize medicine’s continuing interest in the quality of 
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service rendered to the indigent and medically indigent and 
in the quality of medical education. One of the hallmarks of 
American medicine has been the blend of services and teach- 
ing and this continues to be one of our primary concerns. 
The Committee recognizes that these guides may well 
undergo change on the basis of future experience, but believes 
they are basically sound and will be of assistance to state 
and county medical society committees concerned with this 


blem. : 
— ELMER Hess, M.D., Chairman 


Council on Medical Service 
H. B. MULHOLLAND, M.D., Chairman 
Committee on Indigent Care 
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Reprinted, with additions, from The Journal of the American Medical 
Association, May 10, 1952, Vol. 149, pp. 188-189 


Copyright, 1952, by American Medical Association 


MEDICAL CARE FOR THE INDIGENT 


Introduction to a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


A little over a year ago the Committee on Indigent Care of 
the Council on Medical Service undertook two projects. The 
first was a general survey of the status of medical care programs 
for the indigent and medically indigent in the United States. The 
second consisted of specific studies of a limited number of state 


and local programs. 
GENERAL SURVEY 


The purpose of the general survey was to provide the commit- 
tee with an over-all view of the various types of medical care 
programs now in operation, to show something of the variations 
in approaches to this problem, and to discover to what extent 
medical societies officially participate in such programs. 

Questionnaires were sent to all state medical associations and 
to 125 local medical societies. A summary of such programs in 
the 48 states reveals that in 31 states the medical care of the 
indigent is a county, municipality, or township responsibility and 
that 14 states have what might be considered statewide programs. 
Most of these, however, are administered locally. 


The survey indicates that there are few organized medical 
care programs for the indigent and medically mdigent. State 
governments generally limit their efforts in this field to de- 
fining indigency, to authorizing local governmental units to 
care for the indigent, and to participating in financing the care 
of special public assistance groups. Despite the increased em- 
phasis on so-called social security, the free services of family 
physicians and of hospital staff members are still the principal 
source of medical care for this group of persons. 


Hospital care is generally available to both the indigent and 
the medically indigent in government hospitals, in hospitals 
affiliated with teaching centers and, of course, in many private 
hospitals. Surgery and in-hospital medical care are equally 
available, with physicians usually giving freely of their services 
as staff members. Little effort seems to be made to allow a free 
choice of physician. 





1. Committee members: Drs. H. B. Mulholland, Chairman, Charlottes- 
ville, Va.; A. J. Bowles, Seattle; E. P. Coleman, Canton, Ill.; J. H. 
Howard, Bridgeport, Conn.; E. A. Ockuly, Toledo, Ohio; Dean W. 
Roberts, Baltimore; and Roscoe C. Webb, Minneapolis. 
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Specialists’ services are generally available to the indigent, and 
to a lesser degree to the medically indigent, in outpatient clinics 
of many hospitals and in special clinics operated by health de- 
partments. Here, again, there is little free choice of physician, 
with the physicians providing their services gratis or at a small 
retainer or hourly rate. 


Few programs specifically provide home and office care for 
the indigent. In any event physicians often give their services 
to individual patients without compensation. Where such pro- 
grams do exist, it is frequently the medical society that has 
promoted the idea and is making the program work. A number 
of county societies contract with the county officials for the serv- 
ices of the society members; others provide a panel of names 
from which the client may select a physician. Several societies 
administer the entire program; others act only in an advisory 
capacity. 

From the data collected to date it is evident that medical 
societies, both state and county, must interest themselves in this 
problem. Adequate home and office care programs have been 
developed only where the medical societies have actively par- 
ticipated in the planning and operation. 


THE SPECIFIC STUDIES 


On completion of the general survey the committee undertook 
a series of specific studies of various types of indigent medical 
care programs. For this purpose 12 communities and 4 states 
have been selected, each with a different kind of program. The 
primary interests of the committee are the types and number of 
medical services available to indigent persons and the degree of 
physician participation in such programs. Consequently, the 
studies have been directed toward obtaining information and 
data that will enable the committee to evaluate the programs and 
to make recommendations as to medical society participation. 


The studies are concerned with two general groups of persons: 
(1) those on general assistance programs, including the relief 
and medically indigent, and (2) those on public assistance pro- 
grams, including the old age pensioners, the dependent children, 
the blind, and the permanently and totally disabled. 

General Assistance.—Although social welfare laws differ 
greatly from state to state, the development of these laws seems 
to have a common background. They were developed to provide 
the basic necessities of life to persons not able to support them- 
selves. These persons are referred to by a variety of terms, such 
as general assistance cases, relief cases, or just the indigent. Few 
state or city laws demanded the inclusion of medical care in the 
subsistence benefits for this group, and it has been through 
“interpretation” that medical service has become and is now 
generally included as one of the basic necessities. 
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Along with this provision of subsistence and medical care for 
relief cases it became apparent that many persons could main- 
tain themselves as long as no sickness developed in the family. 
In other words, these persons could provide the basic necessities 
for their own subsistence, with the exception of medical care, 
and are known as the “medically indigent.” These two groups 
comprise the general assistance cases and are accepted as the 
responsibility of local governments. 


Public Assistance.—Over the years a number of states created 
special programs to meet the needs of particular groups such as 
the blind, the aged, and children. These special programs were 
given impetus by the federal government in 1935 through the 
Social Security Act. This act created three categories for which 
federal funds would be available to states, provided the states 
complied with such federal regulations as were set forth. The 
three categories or groups are: old age assistance, aid to de- 
pendent children, and aid to the blind. In 1950 a fourth group 
was added under the title, aid to the permanently and totally 
disabled. Persons who fall within these four groups or categories 
are referred to as public assistance cases, as opposed to the 
relief or general assistance cases. The costs of public assistance 
are shared by the local, state, and federal governments, while 
costs of general assistance are local or local-state shared. 


Old age assistance can be granted to persons 65 years of age 
or older who are in need. The amount they receive and the 
determination of a person’s eligibility rests with the state as it 
does in all the categories. Aid to Dependent Children provides 
aid to children under 16 years of age or up to 18 years of age, 
if they are in school. These are children who are orphaned or 
otherwise lose parental support and are living with relatives or 
legal guardians. Funds are granted to the guardians of these 
children. To receive assistance under the aid of the blind cate- 
gory, a person must have not better than 10% of normal vision 
corrected. This is the smallest category numerically. The per- 
manently and totally disabled category provides aid for those 
who cannot support themselves because of physical incapabilities 
that are permanent in nature. 


The federal share for old age assistance, aid to the blind, and 
permanently and totally disabled is four-fifths of the first $25 
of the state’s average monthly payment, plus one-half of the 
remainder, with a maximum of $55 on each category. This 
means a state would be reimbursed $35 from the federal 
government for a $55 allotment check to persons receiving 
old age assistance or aid to the blind, or to permanently and 
totally disabled clients. Administrative costs are shared equally 
by state and federal governments. 


In aid to dependent children cases, the federal government 
will share four-fifths of the first $15 and one-half of the re- 
mainder, with a maximum of $30 per first child per month. A 
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$21 maximum is imposed on subsequent children in the same 
family and $30 for the relative with whom the children are 
living. Administrative costs are also shared equally by state 
and federal governments for this category. The present pro- 
visions for federal matching funds were established by 1952 
amendments to the Social Security Act and are effective for 
the two-year period from October, 1952, through September, 
1954,* 


A major change made in social security administration by the 
1950 amendment involves the method of payment for services. 
Originally, no federal funds could be used to pay physicians or 
hospitals directly for care of persons on one of the public as- 
sistance programs. All federal monies had to be paid to the 
public assistance client. At present, however, the states may pay 
the vendor of medical service directly and still receive federal 
matching. 


In review, the four categories receiving aid with federal 
monetary support are old age assistance (O. A. A.), aid to 
dependent children (A. D. C.), aid to the blind (A. B.), and aid 
to the permanently and totally disabled (P. T. D.). These four 
groups make up the public assistance categorical cases. The two 
groups supported primarily from local funds are the relief and 
medically indigent cases and are to be termed general assistance 
cases. These terms and abbreviations will be used in the reports 
on indigent programs reported on here and in subsequent issues 
of THE JOURNAL. 


* The original version of this Introduction appeared in THE JOURNAL 
before the present maximums became effective; figures have been corrected. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, May 10, 1952, Vol. 149, pp. 189-191 


Copyright, 1952, by American Medical Association 


Part I of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Indigent Medical Care in Erie 
County (Buffalo) New York 


This report will consider Erie County, New York, as the study 
unit. The population of Erie County is approximately 800,000, 
of which 575,000 persons are in the city of Buffalo. Erie County 
is chiefly an industrial area, with both light and heavy industry 
well represented. Farming is also a source of wealth for the 
county but comparatively few of the county’s population are 
thus employed. 

ELIGIBLE POPULATION 


Approximately 16,770 persons in Erie County, or about 2% 
of the population, receive aid during the average month under 
one or more of the public assistance or general assistance pro- 
grams. The number of persons in each program is as follows: 


General assistance and medically indigent................ 5,300 
Public assistance 
ee ee a's kc ccusascavecndveseceanuebsuviwNse 6,100 
ASE Ge GeOGGE GHIDRION. 6... oun c ccsdsccccosnccsesccctes 3,200 
BIR Ger ii. ain ns Salinas oes cK gaia eran cdenss cd ees 170 
Permanently and totally disabled...........ccccseeses 900 
CONE CIE. oinnsncn00cccunascesccascutasessseeactes 1,100 


All of the above groups are eligible for the same medical care 
benefits. Certification as to eligibility for medical care is handled 
by the department of social welfare, with each case investigated 
to determine the program for which the person qualifies. Each 
case worker is assigned to a given geographical area and serves 
all programs. Once eligibility for care under one of the programs 
is determined, it is maintained as part of a continuing process 
under regular case worker supervision. 


ADMINISTRATION 


The board of supervisors of Erie County, an elected body, 
appoints a board of social welfare. This board, in turn, appoints 
a commissioner of welfare to head the department of social 
welfare, the agency responsible at the county level for all persons 
receiving aid under any program. This department determines 
eligibility and does the planning for all clients, subject to ap- 
proval by the state department of social welfare. 

Within the county society welfare department is a medical 
division headed by a full-time physician and employing seven 
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part-time physicians. It is the function of this division to check 
all bills and to review the diagnoses and therapy connected with 
the bills. The medical division also reviews each special pro- 
cedure to ascertain its advisability. In addition to the review of 
bills and treatment, provision is made for remedying any abuses 
that may be found. In case of abuse, the physician or client is 
notified, depending on which of the two is at fault, and the matter 
is usually settled within the medical division. If a client is not 
satisfied with the decision, he has a right to appeal to the state 
board of welfare for a “fair hearing,” as provided under federal 
law. The physician, in turn, may appeal to the medical director 
or to the county medical society. 


The department of social welfare also has a hospital division, 
which investigates and arranges hospitalization for nonrelief 
(medically indigent) cases, as well as a dental division, responsible 
for arranging for dental care. Hospitalization of active relief 
cases is under the direction of the individual relief units. 


SERVICES AVAILABLE 

All health services are potentially available to anyone on any 
of the programs. Each person is treated according to his needs, 
whether his is an aid to the blind case or a medical relief case. 
Furthermore, there is no time lag between the request and receipt 
of most services. 

Home and office calls by physicians are on a free choice basis; 
however, even though office calls are allowed, clients are urged 
to use the clinic services whenever possible. In emergencies a 
client calls a physician and identifies himself as an aid case. The 
physician is free to accept or refuse the case. If the client has 
difficulty in getting a physician or if he knows of no physician 
to call, he may contact his case worker, who will provide a list 
of four or five physicians. 


Although the county maintains its own hospital, all clients 
have a free choice of hospital and may have their own physician 
attend them during their hospital stay. The need for hospitaliza- 
tion in emergencies is determined by the attending physician, 
and the patient may go to the hospital immediately. In cases that 
do not constitute emergencies, application is made through the 
medical division. 

Outpatient care is available in the nine general hospital clinics 
to persons on any program. These clinics are partially supported 
by the county board of supervisors; therefore, when clients use 
them, the costs are not charged to the social welfare department’s 
budget. Physiotherapy is available at any time in the outpatient 
clinics and with special permission may be obtained in a private 
physician’s office. Nursing care in the home is available for all 
clients through the Visiting Nurses Association but must be 
authorized by the medical division. 
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Drugs requiring prescriptions may be obtained at the pharmacy 
of choice, provided they do not exceed $5.00; if they cost over 
$5.00 the physician writing the prescription must receive prior 
authorization from the social welfare department. In emer- 
gencies, physicians are expected to provide such medicines as 
are necessary from their medicine bags. 


Diagnostic laboratory services are available in the Erie County 
Laboratory and may be used by any physician. The laboratory 
is located in the E. J. Meyer Memorial Hospital and does the 
clinical and pathological studies for the hospital. 


Convalescent care is provided in private nursing homes and 
in the County convalescent home. Eyeglasses are provided on 
prescription of a specialist. Special appliances are also supplied 
when prescribed by a physician and approved by the medical 
division. Ambulance service is maintained and provided by the 
various hospitals as a part of their regular services. Clients are 
entitled to a choice of dentists, or they may go to dental units 
in the outpatient departments of the hospitals. An official health 
education program is operated by the health department of Erie, 
and both preventive medicine and health education are empha- 
sized by the case workers. 

Prior authorization, which means being enrolled on an aid 
program, is necessary for the benefits described. If a person who 
is not on one of the programs needs a physician and is given 
service, the physician must collect from the patient or assume 
the loss. There is no provision for reimbursing the physician 
who cares for a private patient who is unable to pay, even though 
that patient may be a relief client the next day. In other words, 
neither certification nor payment can be made retroactive. 

Special Program.—Erie County has a special county home and 
infirmary care program for individuals, except persons with 
mental disease, who need medical care and supervision on a 
long-term basis. It is available to persons on assistance programs 
as well as to those who do not qualify for a government program 
and yet are definitely in need of care. The home has a census 
of approximately 900 persons, with a special building set aside 
for persons under 50 years of age to aid them psychologically 
in their rehabilitation. 

The program is administered by the department of social 
welfare, and its costs are charged against the budget of the 
department. Financial status as well as need for care determines 
eligibility. This program costs Erie County approximately $75 
a month for both medical and supervisory care, or $44 per 
month for supervisory care alone. 


PROVIDERS OF SERVICE 


All licensed physicians in the county are eligible to participate 
in the welfare program. No written agreement is necessary. The 
physician treats the welfare patient as he does a private patient. 
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Approximately 600 of the 1,400 physicians in Erie County 
submit bills regularly; however, more than 600 participate, 
since prescriptions written by other physicians are presented for 
payment even though they do not submit a personal bill for 
services rendered. 

The nine general hospitals provide both hospitalization and 
outpatient clinic services to the welfare clients. The number of 
beds in each of these hospitals is given in the following tabula- 
tion. 


The E. J. Meyer Memorial (County)...............0005- 858 
Allied Hospital of the Sisters of Charity............... 722 
DORNOE 0b edie tee cbt eC SoHo chee ees bb ees ee cesccia 277 
OUR CIGD nin otha as 4 tildes thd on edbatandaatsdudsen 63 
ON. istinn 60s d0e 08 cdidad wacehendhecddccteeeehaidycdascks 325 
DE CONG aie inn 50540 bu CeNe LeU s erbeieeeecesiuaseces 473 
DEED Gai bs cesctencs sdwsdbeddirbasnceecsuesseedbowes 53 
ee ee Cr WON 1 bg. c'vi2 thas s cawews vecdcndweteonesinsice 229 
SD: TRIN. 0c Cb crea cneeees coteaknobsaesetiontves ane 448 


The Buffalo General Hospital has a large pediatrics clinic, and 
the health department operates well-baby, prenatal, chest, 
venereal disease, and orthopedic clinics. All health department 
clinics are staffed by physicians on an hourly basis. Clients of 
all programs are eligible to attend any of these clinics. Forty- 
five nursing homes participate in providing convalescent care. 
Patients may have their own physicians in these homes, but not 
if they go to the county convalescent home. 


PAYMENT FOR SERVICES 

Physicians are paid directly by the local department of social 
welfare at the rate of $2.00 for an office call and $3.00 per home 
call. There is also a general fee schedule agreed to by the depart- 
ment of social welfare and the Erie County Medical Society. 
The schedule covers obstetrics, minor surgery, x-ray, and frac- 
tures and dislocations. The fees are approximately 50% of the 
Workmen’s Compensation Fee Schedule. 

A specialist on consultation in cases “not amenable to treat- 
ment by a general practitioner” receives $4.00 per office or home 
visit. He must be referred to the case by the attending physician 
or by the physicians in the medical division of the department 
of social welfare. Such referrals are usually made only in areas 
where clinics are not easily accessible. 

A flat rate of $11.75 per day is paid to the hospitals. This is 
an all-inclusive rate paid to all hospitals handling public as- 
sistance cases and comes from state and county funds. In the 
general assistance cases, the county alone pays for services. If 
a patient who is not on an assistance program is admitted to a 
hospital, the hospital social workers make a financial investiga- 
tion. The person is asked to pay $2.50, $5.00, $7.50, or $11.75 
(full rate), or may be declared eligible for free service as a staff 
case, depending on the result of this investigation. 
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Public funds are not available for in-hospital medical and 
surgical care; therefore, physicians are not paid for staff cases 
and may not be paid for the part-pay cases mentioned above in 
any of the nine general hospitals. 

Nursing service provided by the Visiting Nurses Association 
is paid for at the rate of $2.15 per visit. Nursing homes are paid 
at the rate of $110 per month if they provide more than custodial 
care, while $90 a month is paid to those which provide only 
supervision. A person must have a medical recommendation to 
qualify for convalescent home care. 


COSTS AND FINANCIAL SUPPORT 

The medical services of Erie County indigent cases are 
financed by tax funds from federal, state, and county govern- 
ments. The funds provided have generally been sufficient to 
carry out the program in its entirety. The total cost for medical 


Medical-Hospital Care, Erie County, April, 1951 


Cost per Person Total Cost 
as 
Physi- Physi- 
No. cians cians 
Persons Hos- and Hos- and 

Programs Eligible pital Drugs Total pital Drugs Total 
Aid to Blind...... 170 $2.84 2.34 $5.18 $ 483 $ 897 $ 880 
Aid to Disabled... 927 5.70 0.71 6.41 5,283 660 5,943 
RT Uk scctaces es 3,210 2.71 1.24 8.95 8,697 3,972 12,669 
J eee ee 6,060 3.73 2.01 5.74 22,618 12,188 34,806 
Home Relief *..... 5,284 19.87 1.66 21.53 105,005 8,769 113,774 











$142,086 $25,986 $168,072 


_ * This is the program for the indigent and medically indigent and also 
includes county infirmary cases described under Special Programs. 


care for all programs for an average month (April, 1951) was 
$168,072. The costs by program are shown in the table. 

The cost figures given in the table should be considered as 
samples or estimates, since the number of persons on the rolls 
of each program changes constantly. It is evident, however, that 
the cost of hospital services is considerably greater than the cost 
of physician services. Much of this cost difference is undoubtedly 
due to the fact that physicians are not paid for in-hospital 
medical care. 

Appropriations are made annually and are based on the pre- 
vious year’s experience. Since the funds for indigent medical 
care come within a departmental budget, an emergency grant 
may be procured should the appropriation prove inadequate. 


THE MEDICAL DIRECTOR OF ERIE COUNTY 

After World War II, the large population increase in town- 
ships adjacent to Buffalo brought about new problems in the 
welfare field. The Erie County board of supervisors saw that 
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raising the level of medical care and providing complete service 
was impractical on a township by township basis. It was agreed 
that improving medical care for welfare clients could best be 
accomplished by merging all medical services into a single 
county plan. On July 1, 1946, the New York State Legislature 
acted to permit such mergers, and Erie County took immediate 
advantage of the new law to reorganize its indigent care program. 
In the course of this reorganization certain units and positions 
were abolished and new ones created. The Buffalo City Hospital 
became the E. J. Meyer Memorial (County) Hospital; the Erie 
county department of charities and correction was dissolved, 
and its functions were assigned to the department of social wel- 
fare, thus expanding this department to a county basis. The 
health departments of surrounding communities were incor- 
porated in a county health department. The position of county 
physician and the position of medical consultant to the city 
department of social welfare were abolished, and a new position 
created, titled “Erie county medical director.” 

The purpose of the reorganization was to create an office that 
could coordinate Erie County’s various medical activities, avoid 
duplication and overlapping of services and provide professional 
guidance to the total medical care program. This is done by the 
medical director and his staff. He is the liaison officer between 
the department and all agencies or agents providing medical 
care. He attends meetings of the medical society, the board of 
social welfare, the board of managers or laboratory, and the 
Meyer Hospital’s board of managers. The seven part-time physi- 
cians working under the medical director are given the title 
“medical investigators.” These men act as medical advisors to 
the social work staff and interview all clients with medical prob- 
lems. In addition, they call at the various hospitals to review the 
medical histories and charts of hospitalized clients and thus 
prepare themselves to discuss the cases with the social work 
staff. The success of the Erie County plan is due in no small 
degree to the capable administrator who is now Erie County 


medical director. 


MEDICAL SOCIETY RELATIONSHIP 


The medical society of the county of Erie plays an important 
though unofficial part in the indigent medical care program. 
The medical director is a member of the medical economics 
committee of the society, and the society has a spokesman, who 
is a physician, on the Erie County board of social welfare to 
represent the medical viewpoint. The society works closely with 
the medical division not only in urging physicians to participate 
but in formulating medical policies and in developing rules, 
procedures, and the fee schedule; for example, by agreement 
between the Erie County welfare department and the Erie County 
medical society, all medical service by physicians in hospitals 
is rendered without charge. This agreement is based on the fact 
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that the University of Buffalo has a medical school that uses the 
various hospitals as teaching units and, therefore, needs staff 
cases for teaching purposes. 

Another interesting example is the limitation of free choice 
of physician agreed to by the medical society and the social 
welfare department. Free choice is restricted only to the extent 
that (1) if the medical division questions the adequacy of care 
by the individual physician, the division may direct the client to 
go to a hospital clinic for complete medical examination, and 
(2) patients in hospitals are to be cared for without pay or are 
placed under the care of the physician or surgeon on service at 
the time. 

Every member of the medical society is provided with an out- 
line showing clearly how he can participate and the services that 
are available to him and to the welfare patient. These outlines 
of procedure and policy have the approval of the medical society 
and simplify physician cooperation. 


SUMMARY 

Medical care for welfare recipients in Erie County is provided 
through a well-coordinated and complete service program. 
While it depends to some degree on the liberality of New York 
State laws for its organization, its successful operation is the 
result of a close and continued cooperation between all of the 
agencies and groups involved. Administration is entirely local 
and provides for adequate medical supervision and direction. 

The Erie County department of social welfare administers all 
health care services as a unified program. All persons who qualify 
as welfare recipients are permitted the same services and the 
same facilities. Overlapping services and duplication of effort, 
two bugaboos of good administration, are practically nonexistent. 
Certification is handled by qualified case workers, each of whom 
has responsibility for all welfare recipients in a given area. Since 
all recipients may have the same privileges, there is no scrambling 
from one group to another in order to obtain special medical 
services. Further, a relief client has potentially available to him 
every medical service that can be provided in the county of 
Erie. 

The medical division of the department of social welfare 
occupies a unique position in medical care administration. In 
reviewing and approving all bills for medical service, it serves 
as a protection against abuses by either physicians or recipients. 
Its authority to decide what, if any, special services a person 
needs makes it possible for every case to be considered on an 
individual basis. Direction of the division by a physician and an 
adequate staff of physicians assures the program of medical 
supervision and of the professional viewpoint so necessary to 
sound planning and administration. 

The attitude of the medical society toward the county welfare 
program and the relationship between the society and the medical 
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division assures the recipients of high quality medical care. The 
interests of those who are ill, of the general public, and of the 
physicians whose services are used in the program are all con- 
sidered in relation to each other so that each gains as a result. 
Control measures are necessary to prevent abuse of the program 
and are accepted in a spirit of cooperation and good will. 

One goal of this comprehensive program is rehabilitation, and 
any service will be authorized that the medical division believes 
will aid in returning the client to a normal life, whether it be as 
a worker or as a housewife. It is obvious that one-time costs that 
will return a man to work are much more economical than long- 
term care. While this is not a new concept, it is usually found 
on paper and rarely, as here, in operation. 

The Erie County indigent medical care plan accomplishes the 
primary objective of any such plan. It makes available to the 
indigent sick all of the medical, hospital, and related services 
available to other citizens of the community and does this with 
a minimum of disturbance in the normal physician-patient re- 
lationship. Further, it has succeeded in partially compensating 
private physicians on a fee basis and in utilizing all available 
facilities, private and public, at a minimum of cost to the tax- 
payer. 


46293 O—54—pt. 3——8 
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Reprinted, with additions, from The Journal of the American Medical 
Association, July 26, 1952, Vol. 149, pp. 1247-1249 


Copyright, 1952, by American Medical Association 


Part II of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Indigent Medical Care in 
Madison, Wis. 


This report is a study of medical care available for indigent 
and medically indigent residents of the city of Madison in Dane 
County, Wisconsin. Dane County has a population of approxi- 
mately 165,000 and is primarily a farming and dairying county, 
with some small industries. Including the 14,000 students at the 
University of Wisconsin, 100,000 persons, 61% of the county’s 
population, reside in Madison, the state capitol and county seat 
and the main business center of the county. 


Public assistance is provided on a county-wide basis, but each 
of Dane County’s 60 political subdivisions is responsible for 
general assistance to its own indigent residents. For this reason, 
a study of welfare medical care in Madison is considered more 
practical than a survey of the entire county’s programs. 


ELIGIBLE POPULATION 


Residents of Madison are eligible for general assistance medi- 
cal care when admitted to the welfare department’s relief rolls 
or deemed medically indigent by the department. An average 
of 230 residents received such aid monthly in 1951. 


An estimated 3,651 persons in Dane County received aid 
monthly from public assistance programs in 1951. In table 1 
are given figures on the various types of assistance, with the 
proportion of the population aided by each program assumed as 
the same in city and county. 


According to the estimate in table 1, approximately 2,457 
Madison residents per month, about 2.5% of the city’s popula- 
tion, received general or public assistance and were therefore 
eligible for medical care at public expense in 1951. 


ADMINISTRATION 


The general assistance program is administered in Madison 
by the city welfare department, which determines eligibility of 
both indigent and medically indigent clients. Each client’s eligi- 
bility is certified monthly. The welfare department is also in 
charge of planning and authorization of benefits, subject to the 
approval of the city council, to which the department makes 
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monthly and annual reports. Any appeals by clients are made 
to Madison’s director of welfare. 

The public assistance program for all of Dane County is super- 
vised by the Dane County pension department. Eligibility for 
aid to the blind and aid to the permanently and totally disabled 
is determined by the state department of public welfare. The 
county agency determines eligibility for old age assistance and 
aid to dependent children and is responsible for the planning, 
authorization, and approval of bills for all public assistance pro- 
grams. Certification of clients lasts at least a year before a re- 
check is necessary. The county pension department reports to 
the county board of supervisors and to the state department 
of public welfare. Clients may appeal county decisions to the 
state authorities, who must, by law, provide a “fair hearing.” 
Both programs provide for control of abuses by patients; for 
example, a patient who changes physicians too frequently can 
be required to choose a single physician to treat him for the 
duration of his illness. 


TABLE 1.—Estimated Average Monthly Coverage, 
Dane County and Madison, 1951 


Dane County Madison 


General Assistance (Including medically indigent) 377* 230 

Publie Assistance ........... Bia siden pancnt aes 3,651 2,227* 

God Ame AMTWCWND iis iii ie ccic's . cies cieceHs ve 2,175 1,327* 

eet Ra Gn IG ik has do ok 8Ks S55 ERD xe KA ; 66 40* 

Aid to Dependent Children....... i Faas 6 1,350 823* 
(600 cases) 

Aid to Permanently and Totally Disabled.... 60 37* 





* Estimate, based on percentage of county’s population resident in 
Madison. 


Complaints against physicians are referred to the Dane County 
Medical Society. The society’s medical coordinator reviews com- 
plaints concerning fees or refusal to accept welfare cases and 
can, if necessary, refer the complaint to the society’s board of 
censors for further consideration as to disciplinary action. 


SERVICES AVAILABLE 

Benefits provided by the general and public assistance pro- 
grams are sufficiently alike to be discussed jointly in this report. 
All health services are potentially available to anyone on any 
of the programs and are generally provided on a “free choice” 
basis. Each person is treated according to his needs, and the ex- 
tent and course of treatment is usually decided on by the client’s 
physician. Home and office calls are provided by physicians on 
a free choice basis. Specialists’ care, in or out of the hospital, 
is provided on referral by the attending physician. The patient 
may be referred to a specialist or to a group clinic of his choice. 
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Madison does not have a city or county hospital; as a result, 
hospitalization, when recommended by a physician, is available 
on a free choice basis. The patient may be admitted to the hos- 
pital without prior authorization from welfare agencies, and has 
free choice of a physician for in-hospital care. Provisions for 
a physician’s first visit and for hospitalization without prior 
authorization insure that there will be no time lapse between the 
request and receipt of most services. 

Madison has no public clinics or hospital outpatient clinics 
except some specialized clinics maintained by the health depart- 
ment. There are approximately 15 private group practice units 
located in various parts of the city to which welfare clients may 
go if they wish to do so. Welfare patients are treated by phy- 
sicians in the same way as private patients. Any recommenda- 
tions for services or appliances made by the attending physician 
are authorized. Drugs, as prescribed by the attending physician, 
are provided by private pharmacies and paid for by the author- 
izing agency. Home nursing and invalid home care are also 
available when necessary or advisable. 

A person who needs funds because of illness and who is not 
eligible for either general or public assistance may receive help 
from the Community Chest agency in Madison. This agency 
will help pay for both medical care and hospitalization. Patients 
are usually referred to the Chest agency by the hospitals, so that 
a double check is obtained as to eligibility and need. 


PROVIDERS OF SERVICES 


The patient may be treated by any one of the approximately 
300 physicians in Madison, except the nonpracticing staff mem- 
bers of the University of Wisconsin Medical School. The phy- 
sician need not be a member of the Dane County Medical 
Society to treat welfare patients, and no participation agree- 
ment is required. The client has free choice of physician, even 
during hospitalization, and has free choice of specialist if 
specialized treatment is advised by the attending physician. 
Fifteen group practice units in Madison also participate in the 
program. 

Madison’s health department operates well-baby, immuniza- 
tion, and chest clinics, which are open to anyone, whether or 
not referred by a physician. The health department clinics per- 
form no therapy; the chest clinic is diagnostic and performs 
fluoroscopic examinations. The health department also employs 
a full-time health educator whose services are available to any 
agency interested. 

All hospitals in Dane County may accept welfare clients. The 
general hospitals in Madison and the number of beds in each 
are given in the following tabulation. 

Madison General Hospital... 177 
Methodist Hospital .. sche sh came 132 


St. Mary’s Hospital ; 230 
Wisconsin General Hospital. 750 





PRESIDENT’S HEALTH RECOMMENDATIONS 701 


Wisconsin General Hospital is primarily a teaching institution, 
maintained by the state; however, it will accept welfare patients 
from any county in Wisconsin. Each county is allotted a quota 
for the care of public patients at the state hospital, and the cost 
of care for these patients is shared by the state and the county. 
When the quota is exhausted, the county assumes full financial 
responsibility for any additional public patients admitted to the 
hospital. There are two nursing homes in Madison itself and 
approximately 11 in the rest of the county. Home nursing is 
provided on a contract basis by the Visiting Nurse Service in 
Madison. 
PAYMENT FOR SERVICES 

Payments to private physicians are made according to a fee 
schedule developed by the Dane County Medical Society and 
the city welfare department and accepted by the county pension 
department for the whole county. Fees are approximately 80% 
of conservative normal fees and cover all phases of surgery and 
medicine, including in-hospital physician services. 

The fee for home calls is $3.00 during the day and $4.00 
after 7 p. m., with a $2.00 fee for each additional patient seen 
during the visit. Office calls are $2.00 each. The physician is 
paid for visits to a hospitalized patient at a rate of $2.00 per 
visit for the first 10 days, $1.00 per visit for the next 20 days, 
and $1.00 per visit for the first 10 days of each succeeding 
month. Physicians who treat general assistance patients submit 
their bills to the city welfare department. The department sends 
the money for payment to the medical society, which pays the 
physician according to the fee schedule, less 5% for adminis- 
trative costs. 

Physicians providing care under the aid to dependent children 
program are paid directly by the county pension department. 
Old age assistance and aid to the blind clients who require medi- 
cal care receive an increase in their monthly aid checks and are 
expected to pay the physician out of this amount; however, 
when the grant is used up, the pension department pays any 
further medical costs directly to the physician. There is no sup- 
plementary medical budget for aid to the permanently and totally 
disabled. Clients of this program receive their medical services 
as general assistance patients, and the service is paid for by the 
city welfare department. 

Pharmacies are paid directly for prescriptions filled for all 
classifications of welfare clients and hospitals are paid by the 
welfare agencies according to fixed per diem rates. 


COSTS AND FINANCIAL SUPPORT 


The general assistance program is supported by city tax funds. 
The state and county governments share the medical costs of 
public assistance; the state provides 35% of these funds, and 
the county provides the rest. Indigent persons who have lived 
in Wisconsin less than one year and need medical assistance re- 
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ceive care at the expense of the state department of public 
welfare. 

All appropriations are made annually. Budgets for general 
assistance must be approved by the city council and those for 
public assistance by the county board of supervisors. Supple- 
mentary budgets may be submitted if the funds allocated are in- 
sufficient. The agencies are required by law to supply adequate 
funds; the city must bond itself, if necessary, rather than curtail 
its program. 

The cost figures given in table 2 are for the first six months 
of 1951. Official figures for public assistance expenditures are 
available for Dane County only; however, Madison has 61% of 
the county’s population, and, for the purposes of this study, city 
expenditures have been assumed to be approximately in propor- 
tion to population. As previously noted, medical care for the 
permanently and totally disabled is provided from general 
assistance funds. 


TABLE 2.—Costs of Welfare Programs 





Dane County Madison 
General Assistance .. Serre ¥ $ 22,773.45 









PS REIERINED 6 oo nb ais vn ox ovens ... $199,896.82 121,937.06 * 
Ola Age AMBISCADSS .. ...2. 5s .5cccss.s . 149,250.29 91,042.68 * 
DO es CS Feo 43a i coe. <b 5505 005 ites 2,619.25 1,597.74 * 
Aid to Dependent Children...... he 48,027.28 29,296.64 * 


* Estimate, based on percentage of county’s population resident in 

Madison. 
With the estimated figures as a basis, the total amount ex- 
pended on welfare medical care in Madison during these six 
months would be approximately $144,710.51, or almost $300,- 
000.00 a year. 

Following are estimates of the average monthly cost of medi- 
cal care in Madison for each of the four programs and for each 
eligible client, as well as the monthly cost of some of the major 
items provided. For the purposes of this tabulation, the 37 
clients estimated as eligible for aid to the permanently and totally 
disabled have been included with those eligible for general 





















assistance. 
G. A. O. A.A. A.B. A. D.C. 
Estimated monthly cost...... $3,795.58 $15,173.78 $266.29 $4,882.77 
(Estimated number eligible).. (267) (1,327) (40) (823) 
Cost per eligible person....... 14.22 11.44 6.61 5.98 
Physician’s care ....... 4.08 2.60 1.38 2.45 
stents ase a6 tka <i Xs 1.71 1.12 1.53 0.81 
Hospitalization .......... 5.37 2.77 0.20 0.91 
Nursing home care........ 2.49 4.34 2.64 Side 
Miscellaneous items........ 57 61 86 1.76 


The average cost of medical care per eligible client for Madi- 
son’s entire welfare program during this period, based on the 
above figures, was about $9.82 per month. 
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MEDICAL SOCIETY RELATIONSHIP 


The medical coordinator of the Dane County Medical Society 
occupies a key position in the city and county medical aid pro- 
gram. His duties are “to make certain that the patients, the doc- 
tors and the various agencies are mutually satisfied with the 
services and the allowances” agreed to by the medical society 
and the welfare agencies. The coordinator, who serves without 
pay, acts on behalf of the medical society in controlling abuses 
by physicians, reviewing complaints, and helping to settle dis- 
puted fees. He serves as liaison officer between the medical pro- 
fession and the welfare agencies and, if necessary, may refer 
cases directly to the society’s board of censors. Much of the 
success of the total program is due to the work of this office. 


It is largely through the efforts of the Dane County Medical 
Society and its coordinator that the patient is assured of com- 
pletely free choice of a physician not only for home and office 
but also for hospital care. The fee schedules established by the 
society and the welfare agencies provide for fair reimbursement 
for all services provided by the physician, with compensation 
according to the treatment given. 

It is noteworthy that treatment can be provided by any phy- 
sician in the county and that no participation agreement is re- 
quired. Thus, the cl:oice of physician is completely free, not even 
limited to society members, although the society has a major 
part in the program through the fee schedule and the coordinator 
and is used by the city welfare department to distribute pay- 
ments to the individual physicians. 


SUMMARY 


The medical aid program for recipients of general assistance 
and public assistance in Madison achieves reasonably complete 
unity and coordination through the office of the medical coordi- 
nator of the Dane County Medical Society. The services offered 
under the two programs are almost identical, and payments to 
physicians are in accordance with a fee schedule agreed on by 
the welfare agencies and the medical profession. The clients of 
any relief program are eligible for home and office care, hos- 
pitalization, home nursing, convalescent care, and prescribed 
drugs. As a result, relief clients have potentially available to them 
every medical service provided in the county, and, because the 
services are the same for all relief groups, there is little incentive 
to “jump” from one program to another in order to obtain more 
and different types of medical service. 


For those who are unable to meet the qualifications of gen- 
eral or public assistance but who need aid to pay for medical 
care, the Madison Community Chest agency has a program of 
financial assistance. Thus, any person in Madison who finds it 
impossible to provide himself or his family with medical care 
has some program of assistance to which he may turn. 
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A number of features of the Madison program are especially 
noteworthy. A completely free choice of physician, with the same 
physician caring for the patient over a period of time and when 
hospitalized, is the best assurance of a good quality of medical 
care to the indigent. The fact that authorization is not required 
before a patient calls a physician means that there will be no 
gap between the request for and receipt of services. In addi- 
tion, physicians are paid for all services, thus placing the indigent 
on a par with private patients and eliminating any stigma that 
might be attached to indigency. 

The role of the medical society of Dane County is admirable. 
It not only negotiates agreements between official agencies and 
physicians and sees to it that the physicians give service to all 
indigents under the terms agreed on but it polices its own mem- 
bership. The only weakness here is that the control of abuses 
by physicians is vested primarily in one man. At the present 
time this man handles the position extremely well. His honesty 
and fortitude of character are especially suited for this responsi- 
bility. It would seem, however, that since the medical coordina- 
tor’s job is such an all-important cog in the machinery his 
authority should be shared by a committee of no less than three, 
so that, in the event one person is unable to carry on, the pro- 
gram can be assured of continued strength and continuity of 
policy. 

From the client’s standpoint the program is certainly success- 
ful in providing complete medical care with a minimum of delay 
and red tape. The main objective of the program is to render 
adequate medical care to relief clients, and in this there can be 
little doubt that Madison has succeeded. 
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Medical Care for the Indigent in Newark, New Jersey 






This report concerns the medical care available for indigent 
residents of Newark in Essex County, New Jersey. The county 
has approximately 905,000 residents, of whom 439,000 live in 
Newark, the state’s largest city. Newark is highly urban and 
industrialized. It is located in the eastern part of New Jersey, 
within the New York City metropolitan area. 









ELIGIBLE POPULATION 

General assistance programs are administered by Newark 
itself, while the public assistance programs are county-wide in 
scope. During the year 1950, approximately 13,150 persons 
in Newark, or about 3% of the city’s population, received aid 
under the city programs. About 8,730 residents, or about 1% 
of the county population, received aid from Essex County 
public assistance agencies. The number of city residents receiving 
public assistance aid is not available; however, if the percentage 
of the population receiving aid is assumed to be the same for 
city and county, a total of 4% of the city’s residents or approxi- 
mately 17,692 persons received aid under the combined pro- 
grams. Table 1 shows the distribution of the recipients of aid 
among the various assistance programs. Because of the differ- 
ences in administration and population covered, general as- 
sistance and public assistance programs will be discussed 
separately. 


















GENERAL ASSISTANCE 
Administration——In Newark, medical care for the indigent 
(those actually on relief rolls) is provided through the depart- 
ment of public welfare and for the medically indigent (persons 
able to provide the basic necessities for their own subsistence but 
unable to pay for medical care) through the Newark Health 
Department. Both departments are part of the city’s division of 
public affairs, headed by the director of public affairs, who is 
one of the five city commissioners. Both departments report to 
this director, and all budgets and emergency appropriations 

must be approved by him and by other city commissioners. 
The director of welfare and the health officer exercise im- 
mediate supervision of their respective departments. However, 
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policies and procedures of the welfare department are subject 
to the approval of the local assistance board, appointed by the 
director of public affairs. The welfare department is under the 
general supervision of the New Jersey State Department of 
Institutions and Agencies and submits reports to this body as 
well as to the division of public affairs. Each department is in 
charge of planning, determination of eligibility, authorization 
of treatment, special procedures, and review for its own medical 
program. 

The welfare department maintains a central clearance division, 
which provides information concerning eligibility to the city 
hospital, the medical social service department, the health depart- 
ment, and the Medical Service Administration (the agency 
through which payments are made to private physicians). The 
two latter agencies are continually advised of status changes as 
they affect the clients’ eligibility for services provided. All clients 
applying for medical assistance are cleared through this division, 
and any assistance given by the county welfare board to Newark 


TABLE 1.—Distribution * of the Recipients of Aid Among the 
Assistance Programs, 1950 
General Assistance (Newark residents only 
Indigent (mean of relief rolls for year)...............0cceeeeeeees 8,704 
peotieemy indigent Connes 'trented).. oo... 2. cece de ct ees ccscec cece 4,446 
Public Assistance (whole of Essex County) 
ee Ce WI sn kv Bien esc ede cde c oh ha Se ee Pa 5,000 
Aid to Blind 


"No allowances have been made for duplication of coverage. 


residents is also noted and passed on to the investigators con- 
cerned. 

Indigent cases are reviewed every two weeks to determine 
continuing eligibility, unless the client is permanently disabled. 
These cases are reviewed monthly by the department’s case 
workers. The health department has a small staff of medical 
social workers who check on the medically indigent patient’s 
ability to pay. New patients who are not on the welfare depart- 
ment’s relief rolls are personally interviewed; in addition, spot- 
check home visits are made, especially for home care by physi- 
cians. If the physician suggests that the patient is able to pay, 
the department investigates further and bills those clients who 
are ineligible for free care. 

Bills from private physicians are examined carefully; if a 
charge seems exorbitant, payment is withheld and the bill is 
reviewed by the Essex County Medical Society. Indigent patients 
may appeal to the state welfare agency; medically indigent 
patients must appeal to the Newark Health Department. 


Services Available.—Indigent and medically indigent patients 
are eligible for the same medical care, through the same facilities. 
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Patients may receive home care from a private physician of 
their choice, provided the physician has agreed to work with the 
program. However, since ambulatory patients are generally 
treated at the health department clinic, the free choice system 
functions primarily for home visits. The clinic provides all 
special medical services as authorized by the department from 
which the patient receives aid. 

Other special services are provided by 24 neighborhood 
clinics, used for well-baby stations, tuberculosis examinations, 
and prenatal and dental clinics; nine neighborhood dental clinics 
for treating both adults and children; and a main dental clinic, 
which provides treatment for children three days a week and 
adults two days. The health department maintains an allergy 
clinic, to which patients are referred from the dispensary clinics 
and from other allergy clinics when they cannot afford the usual 
clinic fees. Neuropsychiatric treatment is available at the city 
dispensary. 

The welfare department also maintains a medical center, which 
does not provide treatment but was initiated so that case work- 
ers could maintain current adequate knowledge of the medical 
status of each client. Cases are discussed individually at weekly 
conferences between the medical director and the case super- 
visors. The medical staff is composed of a nurse and four physi- 
cians loaned by the health department and one psychiatrist; 
non-medical personnel are provided by the welfare department. 
Authorizations for special medical service for welfare clients 
must be approved by this center. 

Patients may receive treatment at the outpatient departments 
of the private hospitals at their own expense, at a fee of 50¢ to 
$1.00 per visit. Hospitalization, when recommended by a physi- 
cian, is provided at Newark’s City Hospital. If the city hospital 
has no vacancies, patients are sent to private hospitals in the 
city. The hospitalized patient does not have free choice of physi- 
cian. Clients may receive home nursing care from the visiting 
nurse association or convalescent care from Newark nursing 
homes, when recommended by a physician. 

Prescriptions are filled at the health department pharmacy. 
When this dispensary is closed, emergency prescriptions may 
be filled at private pharmacies at the authorizing department’s 
expense. Medicines recommended by the physician and not 
available through the city dispensary are purchased by the de- 
partment involved. When recommended by physicians, special 
diets are provided for the ill through an accredited dietitian 
who determines the food needs of the patient. Hospital surgical 
appliances, orthopedic shoes, eyeglasses, and other appliances 
are provided when necessary for the health or rehabilitation of 
the patient. The Newark Health Department Laboratories pro- 
vide bacteriological, chemical, and serologic tests for all di- 
visions, for local physicians, and for department clinics. 
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Prior authorization is necessary for all services except the 
first home visit by a private physician. Physicians are paid for 
this first visit whether or not the patient has been previously 
authorized to receive aid. Further calls are not paid for, how- 
ever, until the patient’s economic status has been investigated 
and the appropriate department has authorized such aid. An 
applicant who needs assistance because of temporary illness 
that deprives him of his income but who is entitled to benefits 
from unemployment insurance, sick benefits, workmen’s com- 
pensation or other sources, is not deprived of care. However, 
he signs a reimbursement agreement with the welfare depart- 
ment to repay the department from this anticipated income. 


Providers of Service.—All licensed physicians in Newark are 
eligible to provide home care for general assistance patients and 
have been urged by the Essex County Medical Society to par- 
ticipate in the program. The main agency used for hospitalization 
of indigent and medically indigent patients is Newark City 
Hospital, a general hospital with 700 beds. When the city hospital 
has no vacancies, 11 other general hospitals in Newark can be 
used. The hospitals and the number of beds are given in the 
following tabulation: 

American Legion Memorial Hospital. CSG e Ree 35 
Columbus Hospital 








Lutheran Memorial Hospital. (Avene dee sip Yell hc oe 
a, Se COs os aks sare dv sonnneee eae Sink GbhaGue tat aeke 365 
ne es ace Se cep ne aa ve Vaeb wan aeee ds tae ehies 275 
St. James Hospital.. Vi-aVe vob Saat e bible ds ia! ED 
St. Michael's Hospital....... » wit Agel ataines Sdback POs 405 
Orange Memorial Hospital.. jh ca Ceatiord 3 Was aS ka Oe « Sta 390 
Bt. Bary’s MOS Mitalhs vies csccsans tics 5% pan alte win ieee dinate « 139 
























All the private hospitals have outpatient departments, which 
may be used for clinical treatments by general assistance clients 
at their own expense. The health department’s city dispensary, 
which acts as an outpatient department for the city hospital, 
provides all free ambulatory care. It has a staff of 16 to 20 
part-time physicians and has a 24 hour phone service to handle 
emergencies and to aid clients in contacting physicians for home 
calls. Among the clinic treatments available are pediatric, 
surgical, gynecological, orthopedic, neuropsychiatric, derma- 
tological and eye services. Tumor clinics, massage, and electro- 
therapy are also available. All specialist services are provided 
through the clinic. 

Payment for Services.—Private physicians submit their bills 
for home calls to the Medical Service Administration of New 
Jersey, a separate corporation organized under the auspices of 
the Medical Society of New Jersey. The M. S. A. in turn sub- 
mits the bills to the welfare department for approval and then 
to the city for payment. The city pays directly to M. S. A. the 
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total amount due for the preceding month, plus 10% for ad- 
ministrative costs, and M. S. A. pays the individual physicians. 

Payment for home visits is according to a fixed schedule. For 
home calls during the day, the physician receives $3.00 plus 
$1.50 for each additional patient in the household seen at the 
same time, with a $7.50 maximum. For calls between 11 p. m. 
and 8 a. m., the base rate is $5.00, with $2.50 for each additional 
patient, and a maximum of $12.50 per call. If a physician has 
to give special service in the home, he is paid according to the 
service rendered. Bills submitted before the 10th of the month 
are paid by the last week of the following month, a lapse of 
approximately six weeks. 

Any drugs supplied by the physician during a home call are 
replaced for him by the health department pharmacy. Emergency 
prescriptions filled by private pharmacists while this dispensary 
is closed are paid for by the department involved. 


TABLE 2.—Expenditures by Departments for the Indigent, 1950 
Health Welfare 
Department Department Total 
Physicians $ 15,298.50 $ 13,092.00 $ 28,390.50 
Nurses 5,405.40 4,594.60 10,000.00 
Private Hospitals No Data 14,707.00 14,707.00 
Clinies * 263,212.50 87,737.50 350,950.00 


GOs ccnceces e oa . $283,916.40 $120,131.10 $404 047.50 


"The 1950 Newark Health Department report states that about 25% 
of the clinic patients were indigent; this percentage has been used for 
division of costs, treatments, and number of patients. Cost figures are 
based on a total cost figure for the dispensary of $375,950, less $25,000 
for home visits from physicians and nurses, listed separately ubove. 


When private hospitals are used, payment is made at the rate 
of $11.00 per day, covering all inhospital expenses. The city 
hospital has its own budget to pay for care of general assistance 
patients. Hospitalized patients under this program do not have 
freedom of choice of physicians, and physicians receive no pay- 
ment for in-hospital treatment. 

Costs and Financial Support.—The welfare and health depart- 
ments prepare their budgets on the basis of the previous year’s 
expenditures. The budgets are submitted for approval to the 
Director of Public Affairs and the other city commissioners. If 
funds allocated are found insufficient, an emergency appropri- 
ation can be made. In 1950, no emergency appropriations were 
needed. The cost of care for medically indigent patients is paid 
by the city; for indigent care, the state provides approximately 
40% of the funds and the city provides the remainder. 

Cost figures are incomplete, but the expenditures listed in 
table 2 give some indication of costs for each department in 
1950. The health department estimates that 25% of its entire 
budget is spent on medical care for the sick poor; for 1950, this 
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figure would be approximately $385,011.09. The number of 
services provided are given in table 3. 

Using as the number eligible for treatment the 4,446 medical- 
ly indigent persons actually treated during 1950 and 8,704 
indigent persons, the mean of the relief rolls for the year, the 
distribution of total annual cost per eligible client is as follows: 
I 6 oe os le win ne aah ak eee roman er San $63.86 
Welfare Department 


Total program 





Medical Society Relationship.—The Medical Society of New 
Jersey established the Medical Service Administration in 1940 
to administer payments to private physicians for care of general 
assistance clients in the state. The M. S. A. has handled re- 
imbursement for care of the indigent in Newark since 1943 and 
for care of the medically indigent since 1944, through an in- 
formal agreement with the city. Before this plan went into effect, 
home care was provided by salaried city physicians. The present 


TABLE 3.—Number of Services Provided for the Indigent, 1950 










Health 
Department 


Welfare 
Department Total 
Physicians’ visits Suaeewens 4,626 4,080 8,706 
SN SRN 558k s ss cme oa baES 2,310 1,890 4,200 
Private hospital patient-days No Data 1,337 1,337 



































Clinie treatments * ........... 46,220 15,406 61,626 
Clinie patient visits.......... 23,685 7,895 31,580 
Different persons visiting 

PPR eee ee 12,548 4,181 16,724 


*See footnote for table 2. 


system seems more efficient and economical and has operated 
to the satisfaction of patients, physicians, and city officials. 

The M. S. A. receives the bills from the individual physicians. 
Questionable bills are submitted to an advisory committee 
appointed by the Essex County Medical Society for approval, 
disapproval, or adjustment. All approved bills are forwarded to 
the Newark Health Department. Upon receiving the bills, the 
M. S. A. checks them to note discrepancies and divides them 
into indigent and medically indigent categories. They are then 
sent to the health department for determination of medically 
indigent eligibility and for checking the relief status of indigents. 
The health department sends the indigent bills to the department 
of welfare, where they are again checked as to relief status. 
The health department sends the medically indigent bills back 
to M. S. A. with an affidavit for payment. The affidavits are then 
presented to the board of city commissioners for approval. The 
city treasurer’s office pays the M. S. A. the total plus 10% for 
administrative funds. The M.S. A. then reimburses the individual 
physicians. 
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All matters pertaining to patient-physician relationship and 
standards of medical care are the joint responsibility of the 
M. S. A. and the health department. In the event of any disagree- 
ment between the M. S. A. and the city departments, the matter 
is referred to the Essex County Medical Society Advisory Com- 
mittee and representatives of the Newark Division of Public 
Affairs for their joint arbitration. The welfare department fur- 
nishes the M. S. A. with a list of all persons currently on the 
official relief rolls of the city and the health department main- 
tains a record of all approved calls for physicians’ services re- 
ceived by the department. 

The Essex County Medical Society has publicized the health 
department’s 24-hour emergency call service and has attempted 
to interest physicians in participation in the general assistance 
program. However, only a small percentage of the physicians 
have agreed to accept such cases. Staff members provide all in- 
hospital medical and surgical services free of charge, without 
choice of physician, for indigent and medically indigent patients 
at private hospitals. 

PUBLIC ASSISTANCE 


Administration.—The three public assistance programs, old 
age assistance, aid to the blind, and child welfare, are all under 
the state Department of Institutions and Agencies, through the 
corresponding divisions of that department: the division of old 
age assistance, the state commission for the blind, and the state 


board of child welfare. 

All programs operate through county offices. The county 
welfare board, appointed by the County Board of Chosen Free- 
holders, handles planning, review, authorization, determination 
of eligibility and approval of bills for old age assistance. It ac- 
cepts applications for aid to the blind, but final decisions on 
eligibility and aid are made at the state level. The welfare board 
has seven members, two of whom are freeholders serving ex 
officio and the other five are citizens chosen by the freeholders. 
Immediate supervision is by a welfare director, chosen by ex- 
amination. 

Medical care for all recipients of child welfare aid, both those 
living in their own homes who receive home life assistance and 
those living in foster homes as wards of the state, is handled by 
the district office of the board of child welfare, in Newark. The 
district office is responsible for authorization, eligibility, and 
approval of bills. A district supervisor heads the office and case 
work services are performed by 28 social case workers under 
the immediate direction of four assistant district supervisors. 

Both the county welfare board and the district office are re- 
sponsible to the Department of Institutions and Agencies and 
must make regular reports of their activities to the appropriate 
divisions; the state offices can veto local actions. The client has 
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the right of appeal to the state offices, as federal law requires a 
“fair hearing” of all complaints. The status of old age assistance 
recipients is checked every six months and aid to the blind and 
child welfare cases are checked quarterly. Alleged abuses by 
physicians are referred to the Essex County Medical Society. 


Services Available.—In general, old age assistance and aid to 
the blind clients are entitled to the same benefits. All those eligible 
for aid from the board of child welfare, whether through the 
home life assistance program or as wards of the state, receive 
the same medical services. All three programs provide for home 
care by the physician of choice; however, child welfare patients 
are expected to go to clinics for treatment when possible. Spe- 
cialist care in old age assistance and aid to the blind cases is 
provided by physicians selected by the county welfare board. 
Specialist care for dependent children is provided at clinics. 

Clients of these programs may be hospitalized at any hospital 
in the county, and arrangements have been made for clinic care 
with private clinics and with the outpatient departments of the 
private hospitals. The health department clinics in Newark may 
not be used for old age assistance cases. On the other hand, child 
welfare patients in Newark are to be referred to the city hospital 
or the health department clinics whenever possible. 

Home nursing is provided through the Visiting Nurse Associ- 
ation and convalescent care through the nursing homes in the 
county. If room is not available in county nursing homes, old 
age assistance clients may be accommodated in homes in New 
York State. No time limit is placed on convalescent care for oid 
age assistance patients, but such care for child welfare patients 
is limited to 30 days. If care is still needed after this period, it 
must be provided through one of the general assistance pro- 
grams. 

In all programs, drugs and prescriptions are provided through 
arrangement with private pharmacies or as part of the in-hospital 
treatment and included in the flat per diem rate paid the hospital. 
In the old age assistance program, special procedures are pro- 
vided without additional compensation at the physician’s office 
or at the hospital. Special procedures for child welfare patients 
are provided at the clinics. 

Prosthetic appliances are provided for old age assistance clients 
when they are recommended by the physician; eyeglasses and 
special appliances are provided for child welfare patients at a 
rate agreed to with the health department. Dental care is avail- 
able from state-licensed dentists and from the health department 
dental clinics. In addition, the state commission for the blind 
maintains a motorized eye health service that travels from county 
to county providing examination and diagnosis of school chil- 
dren’s eye ailments. The ophthalmologist with this unit pre- 
scribes for those children who are eligible for free treatment and 
financial aid. 
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Providers of Service.—All physicians in the county will pro- 
vide care for old age assistance and aid to the blind cases, while 
200 of the 1,500 physicians in the county will care for child 
welfare cases, through a program sponsored by the Essex County 
Medical Society and the state board of child welfare. 

The 24 private and public hospitals in the county are available 
for hospitalization of public assistance clients. All these hospitals, 
except the city hospital in Newark, have outpatient departments 
that may be used for clinic care. Child welfare patients in 
Newark are expected to use the city hospital and health depart- 
ment clinics whenever feasible. Private clinics throughout the 
county also participate in the programs. Home nursing service 
is provided through the Visiting Nurse Association and con- 
valescent care through 300 nursing homes in the county. 

Payment for Services——Payments for the care of old age as- 
sistance clients are made by the county welfare board. The state 
issues checks for payment for aid to the blind care. Payments 
for care of child welfare clients are made through the district 
office of the state board, to which all bills are submitted. Before 
the August, 1950, changes in the federal Social Security law 
went into effect, payment for care by private physicians was 
added to the regular old age assistance check, and the client was 
expected to pay the physician. Now, however, under this pro- 
gram, as in the other two, the physician is paid directly. 

In all programs, the physician’s fee is $2.00 for office calls, 
$3.00 for home calls, and $5.00 for home calls at night. In 
addition, the Board of Child Welfare allows an extra fee of 
$1.00 for each additional patient seen during a house call. Re- 
quests for a larger fee for the treatment of children because of 
extraordinary circumstances, such as the use of biologicals in 
an emergency, are subject to the approval of the Essex County 
Medical Society’s Child Welfare Committee, which also deter- 
mines the number of visits eligible for payment under the 
program. 

Clinic payments in old age assistance and aid to the blind 
programs are $1.50 per visit, and hospitalization is at a flat 
ward rate of $11.00 per day for all inhospital services. In the 
child welfare program, clinic visits are paid for at a rate of 
50 cents to $1.00, and hospitals are paid at an agreed rate, which, 
however, varies from hospital to hospital. The average payment 
for hospitalization of dependent children is $7.00 per day for 
14 days and $5.25 per day thereafter, but some hospitals are 
paid a flat rate of $7.50 per day. Treatment at the health depart- 
ment clinics in Newark is free for city residents. 

Nursing service by the Visiting Nurse Association is provided 
at a rate of $2.10 per visit and convalescent care, for old age 
assistance clients, is at a rate of $135.00 per month. Pharmacists 
are paid for prescriptions filled for clients of the programs, 
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although physicians are requested to avoid prescribing expensive 
proprietary drugs unless necessary for treatment. In the child 
welfare program, the pharmacist may either bill the board of 
child welfare directly or charge the mother or foster mother, 
who will then be reimbursed by the board. 


Costs and Financial Support——Funds for all programs are 
provided by state and county appropriations and by federal 
subsidy, except that no federal funds are received for the care 
of children who are wards of the state. New Jersey supplies 
87% of the funds for the old age assistance program; in the 
Child Welfare programs state and county pay an equal share 
of the cost. 

Hospitalization as a part of the New Jersey old age assistance 
program is provided only in Essex and Gloucester Counties, 
where the boards of frecholders make appropriations directly 
to the county welfare board for such service. In the other coun- 
ties, old age assistance patients are hospitalized through general 
assistance programs, as are aid to the blind clients in Essex 
County. Dependent children are hospitalized through board of 
child welfare funds. 

Appropriations are made annually and emergency appropri- 
ations can be made if insufficient funds are provided. The county 
welfare board, in addition, has the right to insure anything of 
value belonging to an old age assistance client and put the 
insurance policy into trust. This money can be used for burial 
expenses and for partial reimbursement of the program. Detailed 
cost figures are available for the old age assistance program 
only. The expenditures tor this program in 1950 are shown in 
the following tabulation: 


PN 128i 5d as aks De AES 6 ee dads 2 AE hiss SER OAR EG $ 66,622.90 
Ve tn a Sins. occ dienes + upadavpdenetardewwetted 7,194.68 
I ia a ah ec la a 64,412.99 
CE: 546. 6a Senta ndarereaksnendas one sant hdohavnvedes kakanenet 12,688.01 
Other medical expenses (dental, eye, chiropody, ete.).......... 15,477.81 

REND SSUES: 2 hiv wd.dievebwsd cou clv thee Snu.s sb eb ebabsde cd $167,196.39 


Hospital (may include convalescent care)................... 


NN ee otk, Bike con RGkboM Sunk» elds oWSe <ahael 


The aid to the blind program had a monthly medical expense 
of approximately $249.73, or $2,973.00 per year. The child 
welfare program does not have cost figures available for Essex 
County. 

Using these figures as a basis, the annual cost of physician's 
care per person eligible for old age assistance was $13.32 in 
1950 and the total cost was $80.44 per person. Annual medical 
expenses of aid to the blind per person eligible was $14.22. 
Since these figures refer to those eligible for care rather than to 
the actual number of patients treated, no analysis of cost per 
case is possible. 


Medical Society Relationship.—The Medical Society of New 
Jersey is studying methods of facilitating the payment of private 
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physicians for care to old age assistance clients. The state has 
requested the society to develop some plan, similar to the Medi- 
cal Service Administration, which will enable the state to reduce 
the bookkeeping and supervision required in making separate 
payments to individual physicians. 

The Essex County Medical Society has entered into active 
cooperation with all three programs. It attempts to stimulate 
physician participation and acts as a board of review for all bills 
submitted by physicians and for complaints concerning alleged 
abuses by physicians. 

The county society has also entered into an agreement with the 
state board of child welfare, through the society’s child welfare 
advisory committee, to facilitate the care of dependent children. 
Before 1948, the state negotiated with the individual physicians 
who provided this care; beginning with that year, the society has 
provided and kept up to date a list of all members who agree to 
treat child welfare patients. The list is distributed by the district 
office to all child welfare clients. The society’s child welfare com- 
mittee also acts as an advisory or liaison committee to the state 
board; it reviews bills, hears complaints against physicians, and 
provides professional consultation and advice at the request of 
the district supervisor of the program. 


SUMMARY 

Indigent and medically indigent residents of Newark receive 
medical care through a variety of programs and a variety of 
agencies. Medical care for general assistance clients is provided 
under the supervision of city departments, while public assistance 
is provided through county-wide programs by county offices 
under state supervision. Benefits, payments, and method of pay- 
ment differ somewhat from one program to another but, in 
general, much the same services are provided in all programs. 

No single agency is responsible for over-all supervision of 
medical care in Newark, but the central clearance division of the 
Newark Welfare Department maintains records on all recipients 
of medical aid, whether from city or county offices, and notifies 
city departments of the status of each client. In the absence of a 
unified program, this office serves to provide some coordination 
of aid for city residents. 

The major point of interest in the Newark plan is the Medical 
Service Administration, which serves as an intermediary between 
the private physician and the departments providing general 
assistance. This agency makes possible free choice of physicians 
for home care, with a reasonable reimbursement for the physi- 
cian, yet keeps control of this care firmly in the hands of the 
medical profession. The agency has provisions for the review of 
bills and for hearing complaints, whether from the physician or 
the welfare authorities. It keeps involvement of the physicians in 
red tape to a minimum. 

The Medical Service Administration is designed to serve as a 
state-wide agency, though at present it is operating only in the 
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Newark area. The state old age assistance authorities have sug- 
gested to the state medical society that a similar plan be formu- 
lated to handle payments for care of the aged. 

An important factor in providing proper care in Newark is 
the guarantee that a physician will receive payment for his first 
visit to a patient, whether or not the patient is eligible for free 
care. This rule assures immediate treatment of emergency cases 
without the delay necessary to check the welfare status of the 
patient. 

Provision is made for utilizing all types of medical facilities 
in the city, although in the general assistance and child welfare 
plans primary emphasis is placed on use of the City Hospital and 
Dispensary. The provision for convalescent care of old age as- 
sistance patients in New York nursing homes when Essex County 
homes have no vacancies is particularly noteworthy. 

The Essex County Medical Society, through advisory and 
liaison committees, supervises the quality of medical care and 
reviews bills to determine whether fees are fair to physicians and 
to the welfare programs. Participation in the programs is, how- 
ever, uneven. All physicians are willing to treat old age assistance 
clients, while only 17% of the county’s physicians have agreed to 
handle child welfare cases, and only 7% of Newark’s physicians 
handle the city’s general assistance cases. 

The program as a whole has an obvious disadvantage in its 
lack of unified administration. General assistance is provided at 
a city level, through two city agencies; public assistance is pro- 
vided at a county level, through two county agencies and the 
state authorities. At least three separate investigating staffs are 
maintained to determine eligibility; authorization for care, de- 
pending on the program, may be at a city, county, or state level, 
as is payment of bills. The Medical Service Administration, or- 
ganized for state-wide service, is used only in Newark and only 
for general assistance payments, although it appears to be an 
efficient agency to handle payments to physicians for all pro- 
grams. 

There also appears to be some confusion in the benefits offered 
by the various programs. One program allows the use of private 
clinics only, another allows the use of both private clinics and 
the Newark City Dispensary, while another allows private clinic 
care only at the patient’s own expense. Some patients will find it 
necessary to receive aid from both general and public assistance 
programs in order to obtain complete medical care. 

In general, however, despite the multiplicity of agencies, the 
indigent resident of Newark seems to have available all medical 
services necessary for treatment and rehabilitation, with a mini- 
mum of delay between request for care and first treatment. 











PRESIDENT’S HEALTH RECOMMENDATIONS ‘an 












Reprinted, with additions, from The Journal of the American Medical 
Association, September 20, 1952, Vol. 150, pp. 239-241 






Copyright, 1952, by American Medical Association 






Part IV of a Study 
by the 
COUNCIL ON MEDICAL SCIENCE 






Medical Care for the Indigent in Shawnee 
County (Topeka), Kansas 












This is a study of medical assistance benefits made available 
to the indigent and medically indigent population of Shawnee 
County, Kansas. Ninety thousand of the county’s 115,000 resi- 
dents dwell in the city of Topeka, the state capital and county 
seat. Some 7,000 may be thought of as transient residents, since 
this figure represents the population gain immediately following 
the reactivation of Forbes Air Force Base in 1950. In Topeka 
are the main headquarters of the Santa Fe Railroad, and its 
shops support approximately 20% of the city’s inhabitants. The 
lion’s share of the remainder is employed by the Goodyear Tire 
Company and numerous smaller industries. Agriculture, though 
important to the community’s economy, occupies relatively few 
of its citizens. 















ELIGIBLE POPULATION 

Assistance to the county’s indigent and medically indigent 
is the charge of the Shawnee County board of social welfare. 
Office and home workers certify candidates for assistance fol- 
lowing standards set forth by the F. S. A. and state and local 
welfare organizations. Rejected applicants may appeal final 
judgment on their pleas to the Kansas state board of social 
welfare. Recipients of public assistance grants are reinvestigated 
semiannually in accordance with federal laws, whereas general 
assistance clients are recertified monthly. 

All assistance clients are equally eligible for medical care at 
public expense. Table 1 presents estimates of the number of 
persons eligible (total number of welfare clients) and the number 
actually receiving medical care during a single month. These 
represent unduplicated totals. It is notable that 2,560 persons, 
2.3% of the county population, were eligible and that, of these, 
24% actually receive some form of medical service within a 
given 30 day period. 


















ADMINISTRATION 
Since 1942, medical care for the indigent of Shawnee County 


has been provided through an “insurance-prepayment plan.” 
Through a contract drawn between the county board of social 
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welfare and county medical society, the medical profession 
agrees to provide specified medical benefits to all certified social 
welfare clients. Formulation of policy and over-all administra- 
tion of the program are responsibilities of the medical service 
board, which is composed of the society’s president, president- 
elect, treasurer, five elected physician members, and the city- 
county health officer. 


Transactions of the board are expedited by six subcommittees, 
each of which is composed of an appointed chairman and three 
physician committeemen. There is a subcommittee on (1) clinic, 
(2) consultation, (3) hospitals, (4) appeals and complaints, (5) 
audit and finance, and (6) drugs and laboratory. The subcom- 
mittee on clinic is responsible to the board for the proper staff- 
ing and efficient operation of clinics for the indigent. The sub- 
committee on consultation reviews unusual cases and referees 


TABLE 1.—Estimated Average Monthly Eligibility and Actual 
Recipients of Medical Assistance 
Number 
Eligible Recipient 


General Assistance (includes medically indigent).. 280 120 


Public Assistance 
Old Age Assistance 410 
Aid to the Blind 2 
Aid to Dependent Children 23 
Aid to the Permanently and Totally Disabled 130 50 


iis has s tuleg ys kb4004 bands se xk eieensene 2,560 605 


or conflicting reports and diagnoses by physicians. The subcom- 
mittee on hospitals approves all hospital admissions and acts 
as liaison between the hospitals and the board. The subcommit- 
tee on appeals and complaints hears all grievances of clients or 
physicians and submits decisions on these issues to the medical 
service board. The subcommittee on audit and finance audits 
physicians’ reports and establishes fees for medical services. The 
subcommittee on drugs and laboratory, composed of the four 
members as above described plus a registered pharmacist, recom- 
mends rules and regulations respecting drugs and establishes 
approved drug lists. The executive secretary of the medical 
society, as the coordinator of the program, channels all prob- 
lems brought to his attention into the proper subcommittees. 
Although he is “responsible” for maintaining records, reviewing 
bills, and for the “efficient and ethical administration of the 
program,” it is the various subcommittees that make the determi- 
nations as to policy and procedure. 
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SERVICES AVAILABLE 


The indigent person is free to visit the office of any physician 
he may choose; he may also ask any medical society member 
to call at his home and need not, in either event, identify him- 
self as a welfare recipient prior to treatment. The only limit to 
this free choice is the generally accepted policy of encouraging 
assistance clients requiring office or outpatient care to attend 
clinics conducted daily in the City Building. These clinics are 
staffed by members of the medical society, including general 
practitioners and representatives of each medical specialty. The 
nonmedical (i. e., nurse, technical, and office) personnel is sup- 
plied by the public health department. The purpose of the clinic 
program is not to avoid free choice but rather to provide a 
central treatment center for large numbers of ambulatory 
patients. 

Since Shawnee County has no psychiatrists in private prac- 
tice, there is no regular clinic for mental cases; however, the 
Shawnee Guidance Center, headed by a psychiatrist and staffed 
by physicians from the Menninger Foundation in Topeka, is 
utilized for indigents requiring psychiatric care. 

Assistance clients may be hospitalized at any one of the three 
general hospitals in Topeka. They are allowed free choice of 
physician while hospitalized and, since they are not identified 
as welfare clients to the nurses, they are treated in all respects 
as private patients. 

The medical service board maintains a pharmacy in the City 
Building, where welfare clients may have prescriptions filled 
during clinic hours. After clinic hours or if the client resides in 
an outlying community, prescriptions may be obtained from any 
private pharmacy at no cost to the client. Physicians are urged, 
though not required, to confine prescriptions to drugs listed by 
the subcommittee on drugs and laboratories. In an average 
month, clients secure about 1,000 prescriptions at the clinic, and 
some 300 at private pharmacies. 


Physiotherapy is provided by the outpatient departments of 
the three general hospitals. Laboratory facilities are provided 
by the health department; however, private laboratories may be 
and frequently are patronized when specimens are taken outside 
the clinics. 


The contract with the medical society does not provide for 
ambulance service, eyeglasses, prosthetic devices, or convales- 
cent care. Thus, the board of social welfare independently main- 
tains the county hospital (convalescent home) and pays directly 
for ambulance service, eyeglasses, and prosthetic devices if the 
client is unable to make such purchases from his regular 
monthly allotments. 
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The program provides no emergency benefits for the person 
not normally on assistance rolls. Thus, neither the medical 
service board nor the welfare board will reimburse physicians 
for services to the medically indigent not previously certified. 
The board of social welfare will, however, meet hospital ex- 
penses for the first illness of such persons if the case is reported 
at the time of admission and eligibility is subsequently estab- 
lished. Thereafter, the welfare board pays for these persons 
and the medical society becomes responsible for their care. If 
the first illness is minor, the executive secretary of the medical 
society simply refers the family to the welfare board for 
certification. 


The city-county health department carries on a health edu- 
cation program in which it employs 16 public health nurses 
who provide individual health supervision, assist in nursing 
care for persons with communicable diseases, and teach the 
fundamentals of nursing to the attendants of the convalescent. 
These services, of course, are available to all county residents 
and are not specifically directed toward welfare recipients. 


PROVIDERS OF SERVICE 

Although no formal agreement is made between the Shawnee 
County medical society and the individual member practitioner, 
all members are potential participants in the medical aid pro- 
gram. Upon admission to the welfare rolls, each family is given 
a prepared list of physicians who may be called upon to pro- 
vide home, office or hospital care. This list presents an even 100 
names, those of all society members in active practice. Each 
month, the private practitioner submits to the medical service 
board an itemized account of treatment rendered to welfare 
clients, and is reimbursed according to a fee schedule, which 
will be described later. Data compiled over a period of 10 years 
reveal that nearly 100% of the society’s membership have ac- 
cepted home or office calls from welfare grantees. 


At the beginning of each year, all medical society members 
complete a questionnaire relevant to the clinic in which they 
wish to participate. The subcommittee on clinic processes these 
applications and selects a clinic staff. The clinic schedule will 
accommodate only 54 physicians a year, and, in each of the 10 
years of this system’s history, the number of applications has 
exceeded the number of positions to be filled. 


The facilities of each of Topeka’s three general hospitals, 
Saint Francis with 150 beds, Vail with 108 beds, and Stormont 
with 100 beds, are available on a free choice basis to the 
indigent. Stormont and Vail will soon combine and enlarge 
their facilities to 325 beds. When services and/or facilities are 
not available locally, the subcommittee on consultation may ap- 
prove referral to the University of Kansas Hospital (Bell 
Memorial) in Kansas City, Kan. 
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Shawnee County Hospital (convalescent nursing home) and 
some 40 boarding homes are made available to indigent ambula- 
tory, semiambulatory, and bedfast patients by the county board 
of social welfare. Inmates of these institutions are retained on 
the rolls of the medical service board, and physicians make 
regular and emergency calls on them. 


PAYMENT FOR SERVICES 


The current contract between the medical service board and 
the board of social welfare stipulates that, in return for $6.00 a 
month per family unit, the Shawnee County Medical Society 
will provide home, office, clinic, and hospital care for all gen- 
eral and public assistance clients. The average family unit is 
composed of 1.8 persons; thus, the cost of these services to the 
board of social welfare amounts to $3.33 per client per month. 


The board of social welfare makes the payments for general 
assistance clients directly to the medical service board in a lump 
sum. However, since direct payment may not be made for public 
assistance clients, the social welfare board sends the medical 
payment ($6.00) to the client each month, in addition to his 
regular welfare check. The client then simply endorses the medi- 
cal payment check and surrenders it to the medical service 
board.! The physicians are then paid from the payments re- 
ceived by the Board. 


On the basis of the $3.33 per client per month figure and 
totals brought forward from Table 1, the yearly income of the 
Medical Society for this program should amount to $102,400. 
Actually, in 1951, total premiums paid to the Medical Society 
were $113,200. Table 2 presents a rough break-down as to how 
these moneys were expended. 


The general hospitals of Topeka, which operate on a non- 
profit basis, are reimbursed for services to the indigent on the 
basis of average costs per patient per day as computed over a 
six months period. This payment, currently $12.99 per patient 
day, entitles the welfare client to any and all hospital services 
requested by the attending physician. 


Through agreement with the county pharmaceutical associa- 
tion, the medical service board is billed at cost plus $0.50 per 
prescription for drugs procured by welfare clients at private 
pharmacies. The board supports the clinic pharmacy directly 
by supplying the drugs and providing the salary of a part-time 


1. A major change in social security administration by the 1949 
amendment involved the method of payment for services. Originally, no 
federal funds could be used to pay physicians or hospitals directly for 
care of persons on one of the public assistance programs. All federal 
monies had to be paid to the public assistance client. At present, how- 
ever, the states may pay the vendor of medical service directly and still 
receive federal matching. 
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pharmacist. Payment is also made to physicians for drugs used 
in home and office treatment of certified welfare clients. 


The physician is remunerated fer services in the home, office, 
clinic, and hospital on the basis of a unit schedule established 
and agreed on by the medical society as a whole. The cash value 
of a unit is computed monthly by dividing the total number of 
units awarded into the total income of the medical service board 
after all other costs have been deducted. The value of the unit 
generally ranges between $0.90 and $1.00. 


The physician is credited with one unit for office calls, two 
units for home calls during the day, and five units for home 
calls at night. For country calls, an additional 25 cents per mile 
one way is granted. Routine hospital visits are awarded one 


TABLE 2.—Disbursements of the Medical Service Board of 
Shawnee County Medical Society During 1951 


Administration $ 15,000 
i eee TT Terie tite ee ee 14,000 
Hospitalization 52,000 
Physicians’ services 31,000 
RS eet eee ee eee ee 1,200 


Total $113,200 


4 units 
2 units 


2 units per % hour 


unit and special calls, two units. The maximum fee collectible 
for any service including major surgery is 35 units, or approxi- 
mately $35.00. This stipulation discourages unwarranted pro- 
longed and elaborate therapy. 


Physicians staffing the clinic are paid on a “units per half- 
hour” basis, as shown in table 3. This schedule is designed to 
reward the physician in some measure for his services without 
actually encouraging his overuse of the program. The services 
of all physicians, whether general practitioner or specialist, are 
considered of equal value, and payment is made accordingly. 

For psychiatric care of welfare patients in the Shawnee 
Guidance Center, the center is paid according to the clinic fee 
schedule shown in table 3. Patients are seen at the guidance 
center by appointment only. 
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The medical service board does not attempt to accumulate 
a cash reserve over a period of years in anticipation of sudden 
and unexpected heavy case loads. In such a contingency, the 
welfare board is bound by the contract to provide additional 
financial aid to the program. 


COSTS AND FINANCIAL SUPPORT 

In that the contract with the Shawnee County Medical Society 
does not provide for ambulance service, prosthetic devices, aid 
to the medically indigent, etc., the figures presented in table 2 
do not represent the total outlay of the county board of social 
welfare for medical assistance. In table 4 are given the approxi- 
mated annual costs of the whole program. With a total yearly 
cost of $142,041, the calculated average monthly cost for medi- 
cal assistance is $11,836.75. The total monthly eligibility, ac- 
cording to table 1, is 2,560 persons; thus, the cost per eligible 
person per month amounts to $4.62, of which $3.33 is allotted 
to the medical service board. 


TABLE 4.—Estimated Yearly Costs of Medical Assistance* 


Genera] Assistance (includes medically indigent) $ 35,817 
Old Age Assistance 85,103 
Aid to the Blind 1,794 
Aid to Dependent Children 12,645 
Aid to the Permanently and Totally Disabled 6,682 


$142,041 


* These values were derived by doubling recorded welfare board 
expenditures during a period of 6 months. 


Financial support for medical care of public assistance clients 
is shared by federal, state, and local governments, which pro- 
vide respectively 40%, 30%, and 30% of the total costs. State 
and local governments share equally in the costs of general 
assistance. 


SUMMARY 


Shawnee County extends medical assistance to its indigent 
population through a thoughtfully designed and carefully in- 
tegrated program. The medical service board, an integral part 
of the County Medical Society, acts as the underwriter, with all 
certified public and general assistance clients as insurants. It is 
because of this relationship to insurance that the medical society 
has elected to call this program an “insurance-prepayment 
plan.” 


Through the executive secretary and six appointed subcom- 
mittees, the board maintains intimate control over all phases of 


the program and provides for hearing the appeals of its 
participants. 
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All groups of welfare clientele are equally eligible for medical 
benefits, which are, in the majority of respects, comparable to 
those available to private patients. Although outpatient clinics 
are maintained, free choice of physician is offered in that the 
client may attend either the clinic or the office of any physician 
he chooses. Free choice is also extended to home and hospital 
care so that the welfare client may be treated through the 
duration of his infirmity by a single practitioner if he so desires. 

The clinics utilize the nonmedical personnel, space, and facil- 
ities of the county board of public health, thus obviating dupli- 
cation and subsequent unnecessary expenditures. 

Since the benefits provided by the medical service board are 
to some extent limited, the welfare board independently pro- 
vides for convalescent care, prosthetic devices, etc. A recognized 
shortcoming of the program is its lack of immediate provisions 
for the medically indigent. Again, the welfare board partially 
fills the gap by subsidizing hospital care retroactively. However, 
any medical care for the noncertified medically indigent patient 
must be provided gratis by the physician until the patient is 
entered on the rolls of the welfare board. 


Of all groups concerned, probably the individual physician is 
the person who profits least from the program. In spite of the 
fact that physicians receive payment for their services from what 
are essentially the “left-overs,” the number of physicians par- 
ticipating belies any conteniions as to their dissatisfaction with 


the program. Doubtless, the one feature that contributes most 
to the smooth operation and wide popularity of this program is 
that it is planned, administered, and executed by the medical 
society. The physician rightfully deems the medical society as 
part of himself and so assumes its responsibilities as part of his 
own. 
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Reprinted from The Journal of the American Medical Association 
November 1, 1952, Vol. 150, pp. 952-954 


Copyright, 1952, by American Medical Association 


Part V of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in Lake 
County (Gary), Indiana 


This is a study of medical benefits made available through 
public funds to the indigent and medically indigent of Lake 
County, Indiana. Chicagoland’s oil and steel enterprises are 
centered about Lake County, and these two industries directly 
or indirectly provide the chief source of income for the vast 
majority of the county’s 375,000 citizens. For purposes of this 
study, it is important to note that Lake County is geographically 
subdivided into 11 townships. The largest of these are Calumet 
and North Townships, each having a population of approxi- 
mately 150,000. In Calumet Township is the county’s largest 
city, Gary, with residents numbering 135,000. 


ELIGIBLE POPULATION 


In Indiana, the Township Trustee has traditionally been desig- 
nated as the overseer of the poor; however, with the advent of 
the Federal Security Administration in 1935 and the extension 
of federal aid to categorical assistance, departments of public 
welfare were established at the county level for the administra- 
tion of this portion of the over-all assistance program. Thus, 
today in Lake County, categorical assistance is within the juris- 
diction of the county department of public welfare (DPW), 
whereas general assistance has remained principally in the hands 
of the trustees of the 11 townships. 

Under its hospital commitment program, the DPW also con- 
cerns itself with certain medically indigent persons (normally 
considered general assistance clientele). These are primarily 
unwed mothers and persons requiring prolonged hospitalization. 
Some 12 clients a month receive medical benefits under this pro- 
gram. Certification is extended for a single illness only. The 
DPW also gives medical aid and subsistence grants to juvenile 
wards of the county court. 

The trustees of the 11 townships and the county DPW inde- 
pendently establish requirements, certify, and offer stipendiary 
and medical assistance to those indigent and medically indigent 
persons falling within their individual provinces. All persons cer- 
tified under any one of these 12 programs are eligible for all 
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medical benefits offered by that program. In table 1 are enum- 
erated those eligible for and those actually receiving medical 
assistance during January, 1952. The 9,337 persons eligible for 
medical assistance represent 2.5% of the total county population. 


ADMINISTRATION 

In conference with the executive council of the county medi- 
cal society and with local organizations representing other 
vendors of medical services, the Lake County Department of 
Public Welfare founded and authorized benefits for its medical 
assistance program. Under DPW guidance, each of these organi- 
zations has set up a reviewing committee that is charged with 
the negotiation of fee schedules and the policing of its own 
members who participate in the program. When medical de- 


TaBLe |.—Eligible Population and Recipients of Medical 
Assistance During January, 1952 


Number 
Eligible Recipients 


Township Trustee Clients (General Assistance).. 1,728* 590* 
DPW Clients 
Old Age Assistance............ 2,224 686 
Aid to Dependent Children 5,002 1,024 
Aid to the Blind % 25 
Wards of Juvenile ‘ 86 
Hospital Commitment Program............... ; 12 


Totals, 9,337 2,423 
* These totals were estimated by expanding the case load of North 
Township, the population of which is 40% of the total county population. 


cisions are concerned, the program provides that “The final 
authority is the representative of the various professional groups” 
and that all decisions relative to need for medical care or hos- 
pitalization rest with the attending physician. 

The 11 medical aid programs administered by the township 
trustees are in essence similar to that of the DPW. Exceptions 
to this generality will be discussed later. Although North Town- 
ship only was studied, the 11 township trustee programs are 
believed to be sufficiently alike to be considered together here. 


SERVICES AVAILABLE 


The Indiana State Department of Public Welfare delineates 
12 medical services that may be awarded to certified assistance 
clients. All of the following services are extended to clients of 
the Lake County DPW: 


1. Physicians’ services . Optometrists’ and opticians’ 

services 

Hospitalization 8. Dental services 

Drugs . Nursing home care 

Prosthetic devices . Prescribed special iets 

Registered nursing . Osteopathic services 

Practical nursing 2. Transportation costs neces- 
sary to secure medical care 
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Physicians’ services in the home, office, and hospital are avail- 
able to Lake County DPW clients on a free choice basis. No 
prior authorization is necessary; neither is a client required to 
present any credentials upon soliciting the services of a phy- 
sician. Physicians may confirm the prospective patient’s eligibility 
by telephoning the DPW offices, however. In emergencies, phy- 
sicians practicing in other counties may be consulted; indeed, 
DPW cases are often referred to Chicago physicians. 

The in-patient facilities of Lake County’s five general hospitals 
are available to the DPW client on the recommendation of the 
physician attending him. No separate authorization by the offices 
of the DPW is prerequisite to admission. Within these hospitals, 
the welfare patient is in no way segregated; the discretion of his 
physician places the sole limit on services extended him. For 
purposes of curtailing unnecessarily prolonged hospitalization, 
the services of licensed nursing homes are solicited by the DPW. 
Prerequisite to commitment here are the written recommenda- 
tion of the family physician and authorization by a DPW home 
visitor. 


The Northwestern Indiana State Nursing Association main- 
tains a registry in the offices of the Lake County Medical Society. 
Through this agency, the attending physician may place regis- 
tered nurses in the homes of convalescing DPW clients. The 
services of qualified practical nurses may also be authorized by 
the DPW on receipt of the attending physician's written petition. 
Prescriptions for all drugs, save those considered experimental, 
may be issued to DPW clients. The physician is requested not 
to dispense but to “script” pharmaceuticals. Then, prescriptions 
may be filled by any private pharmacy participating in the pro- 
gram. Before special appliances may be issued to DPW clients, 
the pharmacist must request special authorization from the wel- 
fare offices. Only those appliances necessary to the client’s re- 
habilitation are granted. The services of optometrists and 
opticians are limited to fitting and supplying eyeglasses. Dental 
services are also limited. “Transportation costs necessary to 
secure medical care” generally refers to ambulance services. 

With the exception of the services of registered and practical 
nurses in the home, benefits extended to clients of township 
trustees are similar to those listed above; however, each service, 
i. e., each office call, home call, pharmaceutical, etc., must be 
individually authorized by the offices of the trustee. Further- 
more, the attending physician is not permitted to hospitalize the 
township trustee client unless a second so-called referral phy- 
sician is consulted. This referral physician may be any licensed 
physician appointed by the trustee for this purpose. 


PROVIDERS OF SERVICES 

In accordance with a working agreement between the DPW 
and the Lake County Medical Society, all licensed physicians 
may provide treatment to welfare clients and expect payment 
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per the established fee schedule. The physician expresses his 
willingness to participate through a written agreement. This 
agreement is not subject to periodic renewal; rather its tenure 
is halted only by a written request for release from the program. 
Of 320 physicians actively practicing in Lake County, all but 
two have agreed to accept DPW clients as patients. 


No written agreement is required of purveyors of medical 
services wishing to participate in the township trustee programs, 
but the additional bookkeeping, authorization procedures, etc., 
required by these programs apparently prevents their achieve- 
ment of the popular acceptance enjoyed by the DPW plan. How- 
ever, an estimated 70% of Lake County physicians have at some 
time participated in the programs. 


Of primary importance to the smooth running of the DPW 
medical aid program is the reviewing committee of the medical 
society. This group is composed of eight physicians represent- 
ing various sections of the county. The executive secretary of 
the medical society and the DPW director attend as technical 
advisors. It is their function to review all medical treatment, 
to check adherence to the fee schedule, and to amend and in- 
terpret that schedule to meet changing situations. This commit- 
tee does not consider township trustee cases; instead, the trustee 
follows the course of medical treatment through the aforemen- 
tioned authorization procedures and through bills submitted by 
the vendors of medical services. Here, again, referral physicians 
are consulted when questions of a technical nature arise. 


The five general hospitals providing services to Lake County 
DPW and township trustee clients are: 


In Gary 
Mercy Hospital 
Methodist Hospital 
East Chicago 
Saint Catharine’s 324 beds 
Hammond 
Saint Margaret’s 320 beds 
Dyer 
Mount Mercy Hospital 175 beds 


Hospitalization of DPW clients for a period greater than 10 days 
requires special authorization by a member of the medical so- 
ciety’s reviewing committee. Ali licensed nurses, dentists, osteo- 
paths, ambulance concerns, pharmacists, optometrists, and 
opticians are eligible for participation in the DPW medical aid 
program provided they individually agree to accept the negoti- 
ated fee schedules. 


PAYMENT FOR SERVICES 

For physicians’ services to DPW clients, the current fee sched- 
ule provides that reimbursement be made at the rate of $2.00 
per office call, $3.00 for home calls during the day, and $4.00 
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for home calls during the night. For hospital calls on post- 
operative and fracture cases, the physician receives $1.00 per 
call; for calls on medical cases, $2.50 per call. The surgical and 
medical fee schedule covers 1,300 other procedures from allergy 
tests to roentgenograms. 


On completion of a course of therapy, the physician submits 
an itemized bill to the offices of the DPW. Except under special 
circumstances, the charges listed should be in compliance with 
the above-mentioned fee schedule. One copy of the bill is filed 
beneath the name of the client receiving treatment; here the 
DPW cross-checks against duplication of services. A second copy 
is forwarded to a physician member of the reviewing committee. 
The individual committeeman reviews all physicians’ bills, con- 
sidering the diagnosis, quality of treatment, and adherence to 
fee schedules. Questionable bills are set aside for presentation 
to the committee as a whole at their regular monthly meetings. 
Here final judgment is rendered. Payment is awarded or refused 
by the DPW in accordance with the decisions of the committee. 


Each of the five participating hospitals has its own individual 
fee schedule. Room rates range from $7.00 a day for ward 
accommodations to a maximum of $13.50 a day for private 
rooms. A procedure similar to that described above is used for 
the reviewing and payment of hospital bills. Here, the reviewing 
committee is composed of the five hospital supervisors. The fee 
schedule for pharmaceuticals provides that the DPW be billed 
at the invoice cost of the drug, plus the cost of the container 
plus 50%, plus $3.00 per hour professional fee. Appliances are 
billed at cost plus 50%. The Lake County Pharmaceutical Society 
reviewing committee approves payment for the services of par- 
ticipating pharmacists. 

For benefits given DPW clients, other vendors of medical serv- 
ices are similarly reimbursed in accordance with their individual 
fee schedules. The township trustees follow these same fee sched- 
ules in paying for services rendered to general assistance clients. 


COSTS AND FINANCIAL SUPPORT 


The costs of medical care for old age assistance and aid to de- 
pendent children clients are shared by federal, state, and local 
governments; 85% of the funds are county and 15% are state 
and federal. Medical care for aid to the blind clients is supported 
entirely by state funds. The DPW hospital commitment program 
and medical assistance to wards of the juvenile courts are made 
possible exclusively through county funds. Table 2 presents the 
costs of medical assistance during January, 1952; the total 
monthly cost of medical assistance as administered by the DPW 
was $38,272.45. In accordance with totals brought forward from 
table 1, the cost of medical assistance per eligible DPW client 
was $5.03, and the cost per DPW patient treated, $20.88. 
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The township trustee medical aid programs are supported en- 
tirely by township funds. With a total monthly cost of $32,535.12, 
the computed cost per person eligible under the trustee program 
is $18.83; the cost per patient treated is $55.14. A portion of 
this higher per patient cost is allegedly due to more prolonged 
rehabilitation follow-up on the part of the trustee. 


Should the cost of the trustee’s medical assistance program 
exceed the yearly budgetary estimate, additional funds may be 
solicited from the County Council. The council is obliged by 
law to provide such funds; however, the funds available to DPW 
trustees for medical assistance are limited and the programs must 
be curtailed in the event of heavy medical case loads. This has 
never happened. 


TABLE 2.—Costs of Medical Assistance in Lake County, 
Indiana, During January, 1952 


Hos- 
pital 
Aid Commit- 
Aid to to ment 


Old Age Dependent’ the Pro- Juvenile Trustee 
Type of Service Assistance Children Blind gram Wards Clients* 


Physicians’ Services $ 4,986.00 $ 7,949.00 $ 93.00 $250.00 $231.00 $ 5,206.75 








Hospitalization..... 7,995.00 3,374.00 96.00 535.00. ...... 20,460.18 
Pharmaceuticals.... 2,668.00 3,041.00 84.00 13.00 40.00 4,978.77 
Administration and 
CONE Sissiccces 4,633.00 1,866.00 279.00 18.00 121.00 1,889.42 
OGM. icisscwes $20,282.00 $16,230.00 $552.00 $816.00 $392.00 $32,535.12 





* These aro estimates derived by multiplying North Township cost 
statistics by 2.5. 


SUMMARY 


Programs administered by 12 separate and distinct agencies 
provide medical assistance for the indigent and medically indi- 
gent of Lake County, Indiana. Although all of these provide 
essentially the same medical benefits, the 11 programs adminis- 
tered by township trustees require authorization prior to the 
receipt of each individual medical service. These authorization 
procedures and the stipulations relevant to referral physicians 
have discouraged as wide a professional participation here as that 
enjoyed by the DPW program. 

All indigent groups are given free choice of physician and, 
as well, free choice among purveyors of other medical services. 
In general, services equal in scope and quality to those available 
to nonindigent residents of Lake County are provided for the 
indigent and medically indigent. 

All programs provide for medical supervision of all medical 
aspects. The DPW program establishes reviewing committees 
from within the organizations representing the vendors of medi- 
cal services. These committees are responsible for overseeing the 
participation of members of their respective professional groups. 
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Physicians, hospitals, and other providers of medical services 
are reimbursed for their participation in the medical aid pro- 
grams in accordance with fee schedules agreed on by members 
of the various professions. In order to participate in the DPW 
program, the providers of medical services must individually 
agree to accept payment in compliance with these schedules. 

The over-all medical aid program has few shortcomings of 
any major proportions, save its obvious lack of centralization of 
administration. A single agency placed in charge of the entire 
assistance program of the county might well provide for a more 
equitable distribution of benefits and less confusion as to limits 
of responsibility. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, November 29, 1952, Vol. 150, pp. 1334 and 1335 


Copyright, 1952, by American Medical Association 


Part VI of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in Laramie County 
(Cheyenne), Wyoming 


This is a study of medical assistance benefits extended to in- 
digent and medically indigent residents of Laramie County, Wyo- 
ming. Tallies obtained in the most recent census disclosed a total 
county population of 47,662 persons; of these, 31,807 were resi- 
dents of Cheyenne, the state capital and county seat. The Union 
Pacific and Burlington railroads give sustenance to a large seg- 
ment of the county’s inhabitants, for Cheyenne has ranked his- 
torically among the principal shipping terminals in the Rocky 
Mountain area. Her stockyards and contiguous cattle and sheep 
ranches provide important additional sources of local income. 


Strikingly modest welfare case loads bear witness to a general 
economic stability in this community. 


ELIGIBLE POPULATION 


lo the Laramie County Department of Public Welfare has 
been entrusted the community’s responsibility for the preserva- 
tion of the health and well-being of the poor. Applicants for 
assistance grants are screened and certified by welfare casework- 
ers. Categorical assistance eligibility requirements, as established 
by the Federal Security Adminisiration and the state welfare de- 
partment, call for a full year’s residence in the state prior to cer- 
tification. A year’s residence in Laramie County specifically is 
prerequisite to certification for general assistance. The awarding 
of any form of stipendiary assistance automatically entitles the 
grantee to all benefits provided by the medical aid program. All 
certified assistance clients, regardless of the category under which 
subsistence grants are extended, are offered medical assistance of 
equal scope and quality. In table 1, Laramie County DPW case 
loads during the month of July, 1952, are given as tantamount to 
eligibility for medical assistance. The total number of persons 
eligible, i. e., 669, represents 1.4% of the total county population. 

The medical assistance program is extended to children who 
are wards of the juvenile courts (“Children’s Services”) as well 
as to persons made eligible through certification under one of the 
general or categorical assistance programs. The names of persons 
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hospitalized at public expense are removed from stipendiary 
assistance rolls for the duration of their commitment; thus, they 
are listed separately in table 1. 


ADMINISTRATION 


In November, 1950, the Laramie County Medical Society, in 
cooperation with the county DPW, founded and authorized bene- 
fits under the current medical aid program. The medical society 
is in no way concerned with the establishment of eligibility for 
the program but has been charged with the supervision of all of 
its medical aspects. The society’s County Welfare Committee is 
responsible for the regulation and coordination of physicians’ 
services in home and office care. The chairman and four physi- 
cian members of this committee are appointed yearly by the 
society president. Inhospital medical care is overseen by the 
chiefs of hospital services, who are appointed by the hospital 
staff. Both staff members and chiefs of services are, of course, 
members of the medical society. 


TABLE 1.—Persons Eligible for Medical Assistance 
During July, 1952 
Number 
Eligible 
General Assistance 
Categorical Assistance 
Old Age Assistance 
Aid to Dependent Children 
Aid to the Blind 
Aid to the Permanently and Totally Disabled 
eg one RR Re oe Pee 
BRoepivereed ASSStaMee COMPS, ... 2... ccc cccccccbudeecseces 


SERVICES AVAILABLE 


The welfare client certified by the Laramie County DPW is 
offered free choice of physician in home and office care. Although 
this free choice is nominally extended to inhospital care, such at- 
tention is usually provided by the chiefs of hospital services. Prior 
to the initial visit to a physician’s office, the welfare client must 
obtain from the welfare offices a “medical referral form” avouch- 
ing his eligibility. This form may be either deferred or submitted 
retroactively in cases of emergency. With eligibility established, 
the attending physician may, without separate authorization, in- 
stitute any course of therapy he may deem advisable. 

For provision of pharmaceuticals, the welfare department 
allows local druggists to bid for the entire welfare subscription. 
Thus, drugs may be obtained at only one of the local pharmacies. 
There are no definite limits placed on either the type of drug or 
the quantities thereof that may be prescribed. To insure DPW 
payment, the physician simply marks his prescriptions “welfare.” 
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As a double check against eligibility, the pharmacist routinely 
telephones the welfare offices before these prescriptions are filled. 

Laramie County Memorial Hospital, the only tax-supported 
general hospital in Cheyenne, is used for indigent care. Its staff 
is comprised of the entirety of the county medical society’s mem- 
bership. Welfare clients are admitted to this institution on the sole 
recommendation of the attending physician; no additional au- 
thorization is required; however, the hospital admitting staff does 
reconfirm eligibility by telephoning the DPW prior to the accept- 
ance of alleged welfare clients. 

Inasmuch as Cheyenne has no licensed nursing homes, a wing 
of the hospital is set aside for care of convalescing welfare pa- 
tients. This physical arrangement provides for immediate transfer 
between facilities available for hospitalization per se and those 
available for convalescent care; however, no single person or 
agency is vested with the express power to force transferral or 
removal from either the hospital proper or the “welfare annex.” 
Here, again, the entire responsibility remains in the hands of the 
attending physician or, in this instance, in the hands of the chief 
of service to whom each case is assigned. 

The Cheyenne City-Laramie County Health Unit supplies to 
all citizens of the community the services of five full-time public 
health nurses. While instruction is their primary duty, actual 
home nursing is provided where the need is great. Physical ther- 
apy is authorized by the medical aid program and may be sup- 


plied either through the Memorial Hospital or through the 
offices of private physicians. All laboratory procedures and 
almost all roentgenograms are provided by the hospital. Ambu- 
lance services and special appliances are also made available to 
the welfare clientele. 


PROVIDERS OF SERVICES 


The Laramie County Medical Society has entered into a formal 
contract with the county welfare department for the provision 
of physicians’ services to the certified indigent. Thus, only mem- 
bers of the medical society are eligible for participation in the 
medical aid program. Among the 42 licensed physicians in active 
practice throughout the county, 40 are society members. All of 
these 40 have signed written agreements to cooperate with the 
program. Furthermore, within the program’s brief tenure, each 
of these 40 physicians has actually had some share in the dis- 
charge of its responsibilities. 

Twenty-six of Laramie County Memorial Hospital’s 166 beds 
are situated in the welfare annex. The annex is exclusively con- 
signed to welfare convalescents, of course, but, in the wards of 
the hospital proper, welfare patients receive optimum services 
and are in no way segregated from private patients. The com- 
puted average number of beds required exclusively for welfare 
patients during 1951 was 39.6 (includes annex beds). De Paul 
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Hospital (125 beds), operated by the Sisters of Charity of Leaven- 
worth, Kan., is also located in Cheyenne. It is not, however, 
utilized as part of the official welfare program. 


PAYMENT FOR SERVICES 


The contract negotiated between the Laramie County DPW 
and the county medical society stipulates that a flat $150 per 
month be awarded to the medical society in payment for inhospi- 
tal physicians’ services. In addition, a maximum of $400 per 
month will be set aside for the payment of individual physicians 
for home and office care. For purposes of uniformity and regula- 
tion of fees chargeable, a rudimentary fee schedule has been 
agreed on by the society and the DPW. This schedule is repro- 
duced in table 2. 


Fees for services not included here are individually handled 
through adjudication by the county welfare committee of the 
medical society. Each month local physicians submit to the DPW 


TABLE 2.—Schedule of Fees Chargeable for Home and Office 
Treatment of Laramie County Welfare Cases 


Calls, city, day $4.00 
Calls, city, night (8 p. m. to 8 a. m.).............-. 6.00 
Country calls, 50¢ per mile plus call fee 

Office consultation 3.00 
Physical examination 5.00 
Arsenical injection 3.00 
Bismuth injection 3.00 
Tetanus (15,000 units) injection 

Immunization, influenza, pneumonia, etc 2.00 
Marriage examination 

Basal metabolic rate determination 


itemized statements relevant to services rendered welfare clients. 
The charges listed are subject to the approval of the medical 
society treasurer. Physicians’ bills for a single month are totaled, 
and, if the figure so derived is not in excess of $400, the specified 
fees are paid in full. Should the total be in excess of this maxi- 
mum, however, the contract provides that the bills be accordingly 
prorated. Individual physicians receive no reimbursement for 
services provided welfare clients during hospital commitment. 
The $150 awarded monthly to the medical society is used, with 
other society funds, for the support of the society’s medical 
library and for the establishment of a loan fund for student 
nurses at the University of Wyoming. 


The current contract negotiated with private pharmacies pro- 
vides that settlement be made for the filling of welfare prescrip- 
tions at the rate of cost plus 12%. DPW payment for ward care 
at Laramie County Memorial Hospital is based on the com- 
puted average cost for services; this rate, currently $8.30 per 
patient per day, is applicable to the welfare annex as well as to 
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other hospital wards. For additional inpatient and outpatient 
services, e. g., roentgenograms, physical therapy, and laboratory 
tests, the hospital receives reimbursement at the individual cost. 
The city of Cheyenne and Laramie County pay a flat $150 per 
month apiece for the provision of ambulance services to all 
county residents who are themselves unable to pay. 


COSTS AND FINANCIAL SUPPORT 


In July, 1952, the total cost of the medical aid program was 
$13,452.33. With a total eligibility for medical assistance of 669 
persons (table 1), the computed cost per eligible person amounted 
to $20.11 for that month. In table 3 is presented a breakdown of 
expenditures for specific services during the month. The costs 
per eligible person were derived by dividing total eligibility into 
total costs. 

It is noteworthy that the costs of physicians’ services are in 
excess of the $550 ($400 plus $150) cited by the medical society 
DPW contract. In view of the fact that in previous months the 


TABLE 3.—Total Costs and Costs per Person Eligible for Medical 
Assistance During July, 1952 


Total Cost per 
Cost for Person 
Services Eligible 
PE “WOOD. 5 vk eens cuesecs cae $ 937.00 $ 1.40 
Hospitalization ooeee =11,576.85 17.31 
Drugs and appliances........... : 357.88 53 
ag ee ee 581.10 87 


WIRE A UT INGRA _.. $18,452.33 $20.11 


costs for home and office medical care fell short of the $400 
maximum, the DPW voluntarily paid physicians’ July bills in full 
rather than prorating them as the contract provides. Herein is 
borne irrefutable testimony to the affability and unanimity 
among agencies and individuals participating in the Laramie 
County Medical Aid Program. 

The costs of hospitalization represent 85% of the expense of 
the entire program. If, however, we are to evaluate the cost of 
hospitalization exclusive of convalescent care, we must subtract 
from the $11,576.35 the cost of maintaining DPW clients in the 
welfare annex. For 26 beds occupied for 31 days during July at 
$8.30 per bed per day, the computed cost for convalescent care 
alone was $6,689.80. Thus, the cost of hospitalization in its 
limited sense was $4,886.55, or $7.30 per eligible person. 

The statutes of the state of Wyoming assert that the state legis- 
lature is not entitled to levy taxes to support health programs; 
furthermore, FSA rulings preclude federal matching of assistance 
grants without proportionate state matching. Thus, the entire 
medical aid program in Laramie County must be locally sub- 
sidized. State and federal support is, according to the letter of 
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the law, automatically withdrawn when a welfare client is hos- 
pitalized; so rigidly enforced are the regulations that even the 
usual subsistence stipends may not be advanced against the costs 
of convalescent care in the welfare annex. 


The Laramie County Commissioners yearly assess a property 
tax of approximately 0.2 mills for the support of medical assist- 
ance exclusive of hospitalization. A separate levy of approxi- 
mately 1.8 mills is assessed for hospitalization. If, at the end of 
the fiscal year, these funds are inadequate, the medical aid pro- 
gram must be curtailed. 


SUMMARY 


Upon the indigent and medically indigent citizenry of Laramie 
County, Wyoming, are bestowed medical care benefits that are, 
in most respects, similar in scope and quality to those made avail- 
able locally to the nonindigent. Here a single program is es- 
tablished for the proffering of equal medical assistance opportuni- 
ties to all certified welfare clients. Moreover, the petitioning of 
medical services by the indigent is greatly expedited by the mini- 
mal number of prerequisite authorization procedures. 


The program offers free choice of physician in home, office, 
and inhospital care, so providing nominally for continuity of 
medical care. The final authority, however, regarding treatment 
of hospitalized welfare clients is given into the hands of the 
chiefs of hospital services. In addition, neither the attending phy- 
sician nor the chief of service is in any way remunerated for 
treatment of hospitalized indigents. Thus, the basic structure of 
the program in no apparent way encourages any physician toward 
the carefully planned attention often so vital to the rapid and 
complete recovery of hospitalized patients. 

The disproportionate costs of hospitalization indicate addi- 
tional weaknesses in the evolution of the program. In answer to 
this problem, a committee from the medical society might rou- 
tinely review hospitalized persons for purposes of recommend- 
ing either discharge or transferral to the welfare annex. (High 
costs of hospitalization have been minimized in similar fashion 
in other communities.) This would by no means completely solve 
the problem in Cheyenne, however, for here the costs of con- 
valescent care approximate those of hospitalization per se. It 
would appear, therefore, that less expensive facilities should be 
utilized for the provision of convalescent care. Apparently, no 
such facilities are immediately available, but it is difficult to 
imagine that there are no facilities in a community of Cheyenne’s 
proportions that might be converted to this use. Given reduced 
per diem costs of convalescent care and a physicians’ committee 
responsible for immediate discharge of welfare patients from the 
hospital into homes providing convalescent or domiciliary care, 
greater funds might well be available locally for reimbursement 
of physicians for inhospital services. Furthermore, if, in some 
other institution or institutions a demarcation might be made 
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between domiciliary and medical convalescent care, greater fed- 
eral and state matching might be achieved for support of the total 
welfare program. 


Despite any imperfections in the Laramie County medical aid 
program, in the majority of instances its operation is both smooth 
and effective. The medical society, the welfare department, indi- 
vidual physicians, hospital administrators, and all other agencies 
concerned have a nonpartisan interest in the instrumentalization 
and refinement of the program so that ultimately the indigent will 
be provided with the very best medical care available. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, January 10, 1953, Vol. 151, pp. 144-146 


Copyright, 1953, by American Medical Association 


Part VII of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in Cascade County 
(Great Falls), Montana 


[his is a study of medical assistance made available to indigent 
and medically indigent residents of Cascade County, Montana. 
Current county population figures total 52,480, and of these, 
40,000 are residents of the county seat, Great Falls. Cascade 
County is included in this study series advisedly, for here it is 
aptly illustrated that a political subdivision of relatively small 
proportions may establish and maintain a smooth-running pro- 
gram extending to the indigent medical benefits that are com- 
parable in scope and quality to those offered in larger, more 
densely populated areas. Indeed, the indigent of many larger 
counties might well envy the Cascade County welfare client his 
medical assistance program. 

Stock raising and wheat farming are the two major sources 
of income for residents of this section of Montana. In addition, 
the Great Northern and Milwaukee railroads, Anaconda copper 
mines, and Montana Power Company sustain a substantial pro- 
portion of Great Falls’ population. 


ELIGIBLE POPULATION 

The Cascade County Department of Public Welfare is re- 
sponsible for the health and well-being of the county’s indigent 
and medically indigent citizenry. Subsistence benefits are pro- 
vided under the five classical programs: general relief (general 
assistance) and the four forms of categorical assistance. In the 
parlance of the Cascade County DPW, “public assistance” in- 
cludes both general and categorical assistance programs. For 
purposes of uniformity throughout this survey series, however, 
we shall continue to speak of categorical assistance and public 
assistance synonymously, and shall consider general assistance 
as a distinct classification. 

Applicants are certified for all forms of stipendiary assistance 
by caseworkers from the local welfare department. Public assist- 
ance requirements are in compliance with standards established 
by the Federal Security Administration and the Montana State 
Department of Public Welfare; the Cascade County DPW 
“approved” those general assistance eligibility requirements that 
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are promulgated by the state welfare department. Recipients of 
old age assistance, aid to the blind, aid to the permanently and 
totally disabled, and the unemployable recipients of general 
assistance are recertified yearly. Employable general assistance 
clients may be reinvestigated at any time; aid to dependent chil- 
dren clients are routinely recertified every four months. 

All certified welfare clients are equally eligible for medical 
assistance under the program that will be described. In table 1 
are given those eligible during July of 1952. The total number 
of persons eligible represents 2.7% of the county population. 

General assistance case loads are notably low here, for during 
the summer months all employable persons in Cascade County 
are employed. The data set forth in table 1 are not the exact 
case loads; approximations were required to rule out duplication. 
A fraction of those listed as eligible under aid to dependent 
children are also clients of the county child welfare service 
program. 


laBLE 1.—Persons Eligible for Medical Aid at Public Expense 
During July, 1952 


Number 
Eligible 
General Assistance (Includes Medically Indigent) 
Publie Assistance: 
Old Age Assistance 
\id to the Needy Blind 
454 bo Depemtemt CRIT. 2... cccsdivocevctdsseseeucseee 
\id to the Permanently and Totally Disabled 


ADMINISTRATION 

The legislature of the State of Montana has ruled that the 
commissioners of each county contract with a licensed local 
physician for the provision of medical care to the indigent and 
medically indigent. In Cascade County, this contract is negotiated 
with the local medical society, i. e., the society as a whole is 
employed as county physician. 

The contract is renegotiated yearly; it provides for physicians’ 
services only. Other medical benefits have been authorized by 
the Department of Public Welfare upon the counsel of the ad- 
ministrative board of the medical society. Although the final 
authority remains in the hands of the welfare department, the 
medical society administers and controls the medical aid program 
through its elected committees and the Montana Physicians’ 
Service (M. P. S.). The latter is a nonprofit, Blue Shield organiza- 
tion, with which the society contracts for the maintenance of 
statistical records and the handling of receipts and expenditures 
of those funds allotted to the society in payment for physicians’ 
services in the medical aid program. 
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SERVICES AVAILABLE 

All certified welfare clients are given free choice of physician 
as concerns home visits, office calls, and inhospital care. In 
order to discourage indiscriminate solicitation of the services of 
several physicians for the treatment of a single ailment, how- 
ever, the welfare client is required to obtain special authorization 
prior to the receipt of physicians’ services. Such authorization is 
provided by the DPW “referral to family doctor” form, which 
entitles the client to a single home or office call. The form pro- 
vides for re-referral by the initial family doctor to a specialist or 
to a newly selected family doctor, but otherwise binds the client 
to a single physician for the remainder of the month of its issu- 
ance. In emergercy situations, the form may be issued retro- 
actively. 

On the completion of a single authorized house or office call, 
the question of whether additional therapy is required during 
the month is left to the discretion of the attending physician. If 
the physician feels that the therapy provided during the single 
call was sufficient, no additional calls are authorized. If continu- 
ation of therapy appears warranted, however, he may provide 
such services on receipt of the approval of the claims committee 
of the medical society. Such approval is solicited by contacting 
one of the committeemen through the local M. P. S. branch 
office. The presentation of a preliminary diagnosis and the an- 
ticipated course of therapy is required. Consultation is required 
only prior to the authorization of any type of surgery. 

Certified welfare clients are admitted to either of Great Falls’ 
two general hospitals without special authorization. For purposes 
of maintaining records, however, the attending physician is 
requested to notify the welfare department through the local 
M. P. S. office at the time of admission. In any event, the wel- 
fare department is kept informed of such commitments by the 
hospital administrators. 

Important to minimal costs, the program provides for prompt 
referral of those indigent persons who require nursing care (as 
opposed to hospitalization) to the Cascade County Convalescent 
Hospital. This institution, as its name implies, is primarily con- 
cerned with caring for the convalescent. However, all of its 25 
beds are seldom required for this purpose; consequently, these 
facilities are also used to a varying extent as a home for certain 
ambulatory old age assistance clients. The medical aid program 
provides that physicians make both routine and emergency visits 
to the convalescent hospital. Great Fails’ hospital and convales- 
cent facilities are more than adequate. Thus, the services of 
private nurses, though authorized by the medical assistance 
program, are seldom utilized. 

Physicians are provided special welfare blanks for prescription 
of pharmaceuticals. In the interests of economy, the medical 
society has approved the preparation of a Cascade County Drug 
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Formulary, in which are listed those drugs and the maximum 
amounts of each that may be prescribed. Current listings in the 
United States Pharmacopeia and National Formulary form the 
basis of this formulary; proprietary and experimental medicines 
are excluded. Authorization from a member of a special com- 
mittee of the medical society is prerequisite to any departure 
from the formulary. Authorization is also required for the pro- 
vision of special appliances. 

Due to a unique method of paying for pharmaceuticals, a 
disbursing order must be obtained from the welfare offices be- 
fore prescriptions may be filled. Given the prescription on a 
welfare form, a disbursing order, and special authorization for 
departures from the formulary, any licensed pharmacist in Cas- 
cade County may complete the prescription. 

The facilities of Great Falls’ two general hospitals are avail- 
able to certified welfare clients requiring physiotherapy or labora- 
tory services. Ambulance services are provided by the local 
mortuaries. It is not the province of the medical aid program to 
provide for the services of dentists, opticians, or optometrists; 
however, under special circumstances, these services may be 
acquired at public expense through the auspices of the welfare 
department. 

PROVIDERS OF SERVICES 

All of Cascade County’s 70 actively practicing physicians are 
members of the county medical society and consequently, are 
eligible for participation in the medical aid program. In view of 
the contracts drawn by the society with the Cascade County 
Commissioners and Montana Physicians’ Service, individual 
physicians must formally agree to accept the negotiated fee 
schedules and to abide by the rulings of those committees of the 
medical society that regulate the program. All of the 70 active 
society members have signed this agreement and actually do 
participate in the medical aid plan. 

Great Falls’ two general hospitals are Montana Deaconess 
Hospital and Columbus Hospital, with 200 and 253 beds respec- 
tively. Welfare clients admitted to either of these institutions are 
in no way segregated. They are given ward beds when available; 
if the wards are filled, semiprivate accommodations are provided. 

The City-Council Health Department in Great Falls augments 
the medical aid plan through its programs directed toward health 
education and the control of contagious diseases. Health depart- 
ment nurses conduct classes on child care and instruct families 
in the care of convalescents. 


MEDICAL SOCIETY RELATIONSHIP 

The 70 actively practicing members of Cascade County Medi- 
cal Society naturally fall into three groups of approximately 
equal size. These are (1) physicians associated with the Great 
Falls Clinic, (2) those affiliated with smaller clinics, and (3) 
those in independent private practice. Wherever feasible, each of 
these groups is represented on each of the society’s committees. 
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The president of the medical society and six member physi- 
cians (two from each group), elected for terms of one to three 
years, Comprise the society’s administrative board. The mem- 
bers of this board act as trustees and correlators of the welfare 
medical program. Their intimate control of the program is ex- 
pedited by four additional committees, to wit, the committee on 
claims, On consultation, on formulary, and on expensive drugs 
and appliances. 

The claims committee is comprised of three members, one 
from each of the aforementioned physicians’ groups. The society 
elects a single member quarterly for a term of nine months. 
Committee members are individually charged first with authoriz- 
ing any continuation of therapy beyond that provided through 
the single monthly call routinely authorized by the DPW, and 
second, with providing the consultation prerequisite to surgery. 
The committee meets monthly to review physicians’ bills as 
concerns adherence to the fee schedule and as to the proper 
authorization for the therapy undertaken. The two physicians 
comprising the consultation committee, one from the staff of 
each of the two general hospitals, are appointed for terms of 
six months by the chairman of the administrative board. 

Once every week, the administrators of both Montana 
Deaconess and Columbus hospitals submit to the Department of 
Public Welfare a list of those welfare clients who have been 
receiving inhospital care for a period in excess of seven days. 
The list is, in turn, presented to the consultation committee 
member representing the hospital concerned. The physician 
committeeman reviews each case listed and makes recommenda- 
tions to the attending physician or to the welfare department as 
to the advisability of continued hospitalization, transfer to the 
Convalescent Home, etc. In effectively reducing the number of 
inhospital patient days, the committee plays a very vital role in 
the over-all economy of the program. 

The committee on formulary and the committee on expensive 
drugs and appliances are similarly organized. Each is comprised 
of three physicians (one from each of the practicing groups), 
elected yearly on the floor of the medical society. The committee 
on formulary is responsible for the composition and the revision 
of the Cascade County Drug Formulary. The committee on 
expensive drugs and appliances is the judiciary body responsible 
for the authorization of departures from the formulary and 
procurement of prosthetic devices. 


PAYMENT FOR SERVICES 


The current contract between the medical society and the 
county commissioners stipulates that monthly prepayment in 
the amount of $2.00 per person eligible for medical assistance 
be rendered to the M. P. S. for physicians’ services. In addition, 
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the welfare department has agreed to pay a flat $75 per month 
toward the administrative costs of the M. P. S. Thus in June, 
1952, with 1,403 persons eligible, the M. P. S. received a lump 
sum payment from the DPW of $2,806 plus $75, or $2,881. 
In table 2 are presented M. P. S. statistics as to the disbursements 
of these funds. 

The medical society has elected to set aside 10% of its income 
from the program for purposes of bringing guest speakers to the 
society’s yearly scientific meetings. This fraction, plus those ad- 
ministrative costs in excess of $75, are automatically deducted 
from total M. P. S. receipts every month. The remainder, then, 
is distributed among individual physicians. 

A fee schedule developed by the M. P. S. for the Montana 
Veterans Administration is used as a basis for proration of avail- 
able funds among physicians. This schedule lists fees that are, in 


TABLE 2.—Montana Physicians’ Service Receipts and Expendi- 
tures for Cascade County Welfare Medical 
Program During June, 1952 * 


Receipts Expenditures 


Receipts for Physicians’ services................. $2,806.00 
Medical Society’s 10% of $2,806.00 
Administrative costs (Total) 
DPW contribution 
Payment to Physicians—5,738 % units @ 55¢ 
Balance Brought from Reserve 


Totals 


* These data were abstracted from a regular monthly report submitted 
to the Cascade County Medical Society. 


the main, comparable to private rates, i. e., $3.00 for office 
calls and for visits to hospitals and the convalescent home during 
the day, $5.00 for house calls during the day, and $7.00 for all 
night calls. Where the Cascade County medical assistance pro- 
gram is concerned, however, these monetary values are converted 
to units (one dollar equals one unit). 

At the beginning of every month individual physicians of 
Cascade County submit to the M. P. S. statements for services 
rendered to welfare clients. The claims committee of the medical 
society reviews adherence to the fee schedule and to the course 
of therapy as previously authorized. Then, approved bills are 
paid by the M. P. S. at the rate of $.55 per unit. Normally, this 
payment does not exhaust the funds available for that month, 
so that a reserve is accumulated. In July, however, (table 2), 
credits for services rendered totaled 5,738 % units and payment 
at $.55 per unit required a greater amount of money than was 
available for the month. Thus, the reserve fund was drawn upon. 
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If, at the end of each fiscal year, the reserve fund is not 
exhausted, this money is prorated to physicians as based on the 
total units credited each of them during that year. In 1951, this 
additional payment was at the rate of $.20 per unit. 

The rationale behind this rather involved method of payment 
is its provision for an equitable distribution of available funds 
in spite of fluctuating demands for medical assistance. With the 
value of the unit totalling $.75 in 1951 ($.55 plus $.20), physi- 
cians were paid for services to welfare clients at approximately 
75% of private rates. 

Regardless of the accommodations used, the Deaconess and 
Columbus hospitals are remunerated at the minimum bed rate, 
currently $9.00 per patient day, for ward care provided assistance 
clients. The payment for other hospital services, including use 
of x-rays, physiotherapy, laboratory services, etc., is assessed 
at full private patient rates. Old age assistance, aid to the blind, 
and aid to the permanently and totally disabled clients are not 
automatically eligible for hospitalization at public expense. 
Rather, they are reinvestigated at the time of commitment and 
are required to exhaust all available cash on hand before the 
Department of Public Welfare will subsidize any portion of their 
hospitalization. 

In spite of the provision in the 1949 amendment to the Social 
Security Act for direct payment to vendors of medical services, 
the laws of the State of Montana still require that in order to 
achieve federal and state matching, the monies paid for pharma- 
ceuticals must pass through the hands of the individual welfare 
client. Thus, the monthly stipends of Cascade County’s public 
assistance clients may be increased by a maximum of $5.00 for 
this purpose. If this stipendiary increase is insufficient to cover 
the cost of all necessary pharmaceuticals, the balance is paid 
directly by the DPW. Each case must be handled individually; 
the welfare board disbursing order stipulates what portion of 
each bill must be paid by the client and what portion will be 
underwritten by the DPW. Pharmacists are paid for welfare 
prescriptions at their standard retail prices. 


COSTS AND FINANCIAL SUPPORT 

In table 3 are given the costs of medical services provided to 
the indigent and medically indigent during July, 1952. The costs 
per eligible person were computed by dividing the total costs by 
the total eligibility as brought forward in table 1, viz., 1,400 
persons. The cost of the entire program is, of course, lower than 
that of a typical winter month, during which the total eligibility, 
i. e., the welfare case load, is increased. On cursory inspection, 
it may appear that the costs of hospitalization are disproportion- 
ately high. The total cost of hospitalization, however, is a func- 
tion of the utilization of medical aid benefits, whereas the total 

46293 O—54—pt. 3 11 
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cost of physicians’ services is a function of eligibility alone. Thus, 
these data may bespeak an abnormally high utilization. 

The total cost of drugs and appliances as presented here in- 
cludes both that fraction paid directly by the DPW and that 
fraction paid to pharmacists by way of increasing the monthly 
stipends to individual welfare clients. An. estimated 30% of the 
$707.21 was paid through stipendiary advances. 

Approximately 10% of the total cost for hospitalization was 
met by old age assistance, aid to the blind, and aid to the per- 
manently and totally disabled clients without welfare assistance 
from either state or county. Thus, the total cost of the medical 
assistance program as given in table 3 is some $650 in excess of 
the actual cost to the welfare department. 

The financial responsibility involved in the provision of physi- 
cians’ services to the indigent and medically indigent in Montana 


TABLE 3.—Total Costs and Costs per Person Eligible for Medical 
Assistance During July, 1952 
Cost 
per Eligible 
Total Cost Person 
Physicians’ Services........ acer $ 2,800.00 $2.00 
Hospitalization aGieernnigathks 6,518.17 4.65 
Convalescent Home Sa ; ‘4 2,824.17* 2.02 
Drugs and Appliances.. i¥.2 ieee 707.21 
Others Me B75 Rosia 80.00 


7sotem ...% $12,929.55 
* This figure represents the costs of convalescent home care, which 
were in excess of subsistence stipends. 


has been delegated by the state legislature to the individual coun- 
ties. In Cascade County, the costs of hospitalization must also 
be met principally through local funds, since public assistance 
stipendiary grants alone approximate the maximums imposed by 
the federal and state legislatures. Therefore, excepting some 
small amount of matching of the costs of pharmaceuticals, the 
Cascade County medical assistance program is supported en- 
tirely by local funds. 

The legislature of the State of Montana allows county com- 
missioners to assess a maximum property tax of 10 mills for the 
support of the entire welfare program. Should this maximum tax 
be imposed and the monies so obtained be exhausted before the 
end of the fiscal year, the state will grant to the commissioners 
those funds that may be necessary to continue the program. 
Should a tax less than the maximum be imposed, supplementary 
state funds are provided as a loan. In Cascade County, the 
current welfare tax is 9.6 mills. 
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SUMMARY 

[he several agencies and individuals most intimately con- 
cerned with medical care benefits are bound by written contract 
to their various roles in the Cascade County medical assistance 
program. The program is centered about three such contracts, 
viz., a contract between the Cascade County Commissioners and 
the county medical society, a contract between the medical soci- 
ety and the Montana Physicians’ Service, and a contract between 
the society and the individual physician. 

In compliance with the terms of the current medical society- 
county commissioner contract, the society receives prepayment 
in the amount of $2.00 per eligible person in return for the 
provision of physicians’ services to all certified welfare clientele. 
he statistical facilities of the Montana Physicians’ Service are 
utilized by the medical society for the administration of this 
contract. Within the society, committees are set up for regulation 
of the program’s activities. The major portion of those monies 
awarded to the society under the contract are prorated among 
participating physicians. 

All certified welfare clients are equally eligible for benefits 
provided by the program. In that both free choice of physician 
and free choice among all local vendors of medical services is 
offered, the welfare client is extended medical care which is not 
only quantitatively but also qualitatively equal to that available 
to the private patient. 

The authorization procedures required by the program might 
appear cumbersome for the physician as well as the welfare client. 
In truth, regulations have been made very elastic. The physician’s 
application for authorization to continue therapy beyond a single 
home or office call involves merely phoning the local M. P. S. 
office. The M. P. S. later contacts a member of the claims com- 
mittee. Then, unless the attending physician is informed to the 
contrary within some 48 hours, he simply assumes that authoriza- 
tion has been granted. 

The statutes of the Montana state legislature have notably 
affected both the operation and the economy of Cascade Coun- 
ty’s medical assistance program. One of the primary objectives 
of prepayment programs founded in other parts of the country 
has been the achievement of greater federal and state matching 
as effected through distribution of the costs of medical 
assistance among all those eligible, such that federally imposed 
maximum grants were not exceeded. However, the law of the 
State of Montana specifies that the costs of maintaining a “county 
physician” must be met entirely by county funds. In Cascade 
County, the medical society acts as county physician; thus, this 
edict precludes any state or federal matching in its payment. 

Furthermore, state ordinances complicate the picture as con- 
cerns payment for pharmaceuticals, Prior to the 1949 amend- 
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ment of the Social Security Act, the administrative problem 
involved in the payment of all assistance monies to individual 
clients was by no means peculiar to the state of Montana. But, 
with the endorsement of direct payment to vendors of services, 
this source of complexity has been eliminated in many states. 

Notwithstanding these legal limitations, the Cascade County 
Department of Public Welfare, the medical society, the M. P. S., 
and other local providers of medical services have cooperated in 
both the creation and the effectual implementation of a medical 
aid program of which any community might well be proud. The 
unfaltering interest apparent among those persons even remotely 
connected with the program, now in operation over three years, 
supports the contention that the citizens of Cascade County will 
through the years continue to provide to their indigent the very 
highest quality of medical care. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, January 24, 1953, Vol. 151, pp. 320-323 


Copyright, 1953, by American Medical Association 


Part VIII of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care of the Indigent in Polk County, lowa 


This study considers the medical care available for indigent 
and medically indigent residents in Polk County, lowa. The 
county has approximately 226,000 residents, of whom 178,000, 
or 79%, live in Des Moines, the state capital. It is both an agri- 
cultural and an industrial area, with the growing importance 
of industry indicated by a 30% population increase in the last 
10 years. 


TABLE 1.—Persons Eligible for Aid Under General and 
Public Assistance Programs 


Nuinber 
Eligible 


General Assistance.... ; 288 
Publie Assistance. . j 5,444 


Old Age Assistance.... ; 4,565 
Aid to Dependent Children.. 690 (families) 
Aid to the Blind ; 189 


ELIGIBLE POPULATION 


In 1951, approximately 5,732 residents of Polk County, or 
2.5% of the county’s population, were eligible for aid under 
general and public assistance programs. The number eligible 
for aid from each program are shown in table 1. 

The total number of individuals eligible for aid to dependent 
children was not available, and, at the time the survey was made, 
Polk County had no aid to the permanently and totally disabled 
program. 

General assistance clients must be legal residents of the 
county. Reciprocal agreements have been made with other 
counties, however, to provide aid for nonresidents who cannot 
safely be moved to their home counties for treatment. The public 
assistance programs do not require legal residence in the county 
for medical care. 

ADMINISTRATION 

Both general and public assistance medical care are adminis- 
tered on a county-wide basis. Home care and hospitalization, 
however, are administered by two different agencies. The Polk 
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County Welfare Department, which is in charge of all assistance 
programs, certifies the client’s eligibility for welfare aid on an 
individual casework basis. Those certified are automatically 
eligible for physician's care in the home or office, which is pro- 
vided through the welfare department. Every patient who uses 
the Broadlawns Polk County Hospital or its clinics as a public 
assistance patient must be certified as eligible by the hospital, 
even if he has already been certified for welfare aid by the 
welfare department. 

The outpatient department of the hospital is responsible for 
its social service and records. Medical social service workers 
interview the patients, determine their eligibility for free care, 
and arrange the transfer to private hospitals of patients who are 
ineligible. The department also makes arrangements for nurs- 
ing home care or such follow-up treatment for discharged patients 
as the physician advises. Nonresident and transient patients are 
also interviewed by this department and directed to the proper 
agencies from which to obtain aid. 

The hospital is governed by the Broadlawns Board of Hos- 
pital Trustees, an elective body that serves without compensa- 
tion. The board determines the appropriations needed to maintain 
hospital services and is responsible for the administration of 
welfare hospitalization and clinic care. Medical counsel for the 
board is provided by an advisory committee of the Polk County 
Medical Society, composed of nonstaff physicians, and by the 
executive committee of the attending medical staff. This execu- 
tive committee, composed of the chiefs of the various depart- 
ments, makes all professional and medical decisions concerning 
hospital policy, subject to board approval. 

Some informal coordination of home care and hospitalization 
programs is provided by the Council of Social Agencies, through 
its Social Service Exchange, to which authorizing agencies re- 
port all assistance clients. In this way, each welfare agency can 
determine the total aid given any individual. 

The Polk County Medical Society takes an active part in the 
welfare program. The society’s consultant committee meets once 
a month to review bills for physicians’ services to welfare pa- 
tients. The committee determines whether charges conform to 
the established fee schedule and whether the services rendered 
are in accordance with program regulations. The county welfare 
director and the committee act together to control abuses of 
assistance programs by physicians and by the public. The society 
also makes every effort to assist those patients who are not eligible 
for care at Broadlawns Hospital. 

Dissatisfied patients may appeal to the state administrative 
boards, and old age assistance clients may, in addition, appeal 
to the courts. The medical society’s grievance committee reviews 
complaints against participating physicians or, if necessary, can 
refer complaints to the grievance committee of the Iowa State 
Medical Society. 
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SERVICES AVAILABLE 


Approximately the same benefits are available for clients of 
the general assistance, aid to the blind, and aid to dependent 
children programs. Home and office calls by physicians are pro- 
vided on a free choice basis. Aid to the blind and aid to de- 
pendent children clients may also receive physician’s treatment in 
private hospitals on a free choice basis, but patients treated at 
the county hospital, the usual agency for hospitalization and 
clinical care of welfare patients, have no choice of physician. 

Those private physicians who are willing to accept welfare 
cases are listed with the medical society and with the welfare 
department and may be contacted in an emergency through a 24 
hour telephone answering service maintained by the society. 
Emergency treatment will be allowed without prior authoriza- 
tion, but under ordinary circumstances the welfare client is re- 
quired to obtain authorization before receiving medical care. 

Old age assistance differs from the other programs in that 
each client is given a monthly grant, based on an estimate of 
his medical costs for the year, and is expected to pay for what- 
ever medical care he receives from this grant. If the grant is in- 
sufficient, he may request additional allotments. 

Most welfare patients are hospitalized at Broadlawns County 
Hospital, although some clients are treated at the university hos- 
pitals in Iowa City. The patients referred to the university hos- 
pitals are usually sent there with teaching values in mind, 
although eligible patients may be referred there at their own 
request. Specialist care is provided at Broadlawns outpatient 
department, which is a fully equipped and fully staffed clinic. 

The county hospital provides diagnosis of mental ailments but 
is unable to handle all admissions for mental treatment, since 
it has only one seclusion room. Many patients are cared for in 
private rooms, and some with milder disease are placed in wards. 
The demand on clinical and hospital facilities for mental patients 
has so increased that sometimes the jail must be used for patients 
who cannot be cared for at home. Part of the hospital’s medical 
section is being remodeled to provide more facilities for study- 
ing mental patients; however, remedial treatment must be either 
at private or state mental hospitals. 

The assistance program will provide home nursing in Des 
Moines and a limited amount of nursing care elsewhere in the 
county. Prescriptions are filled by the pharmacy chosen by the 
patient or, for hospital and clinic patients, by the hospital 
pharmacy. 

The programs provide for convalescent care when necessary, 
although most local physicians do not consider the nursing homes 
in the county satisfactory. The county maintains its own farm 
or home for miscellaneous indigent persons, including transients. 

The welfare department will provide all benefits advised by 
the physician, including appliances, for clients of any program. 





752 PRESIDENT’S HEALTH RECOMMENDATIONS 


Surgical care for aid to the blind and aid to dependent children 
clients, however, is provided through general assistance funds. 

In addition, Polk County has a program providing free care 
for tuberculosis victims, which makes use of the tuberculosis 
department of Broadlawns County Hospital. However, the in- 
terpretation of the 1947 law authorizing this care varies, so that 
even the agencies involved have had difficulty determining the 
benefits due the patient. 


SPECIAL PROGRAMS 

The Community Chest operates a convalescent home that pro- 
vides beds for about 20 children and a health center that pro- 
vides preventive medical care and dental care for children and 
adults. This clinic refers patients requiring hospitalization to the 
proper agencies, provides eyeglasses for children, and examines 
juvenile court patients for the county. The Public Health Nursing 
Association holds well-baby conferences, including immuniza- 
tion procedures, throughout the county. Some indigent patients 
are treated at the Veterans’ Administration hospital or out- 
patient clinic in Des Moines or participate in the Home Town 
Medical Care Program. 

Iowa also has a Soldiers’ Relief Commission in each county, 
which provides assistance to all veterans and their families. In 
Polk County, the commission purchases hospital care from the 
county hospital at cost and medical care is provided by the 
attending staff for a token payment, which is assigned to the 
Polk County Medical Society. The Iowa State Rehabilitation 
Division pays for remedial care for many residents eligible for 
welfare assistance. 

In addition, the Council of Social Agencies sponsors, through 
its health council, a study of care of the chronically ill. Since 
many of the chronically ill, particularly the aged, are clients 
of the assistance programs, representatives of the welfare de- 
partment and of the various medical care organizations are co- 
operating with the council in this study. These privately and 
publicly sponsored programs are not confined to indigent citizens, 
but in many cases they do supplement the care provided by the 
general and public assistance programs. 


PROVIDERS OF SERVICE 


Treatment in home, office, or private hospital can be provided 
by any physician willing to participate in the program. About 
half the 230 active members of the Polk County Medical Society 
have agreed to treat welfare patients. 


The society’s emergency telephone service is operated by the 
district nurses’ association at the society’s expense. The operators 
at this Physicians Service Bureau are provided with a list of 
all physicians willing to accept welfare patients and will contact 
one of these physicians in an emergency. 
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The Broadlawns County Hospital, supported by county tax 
funds, is the main agency for hospitalization in welfare cases. 
The medical attending staff is composed of members of the Polk 
County Medical Society, who volunteer their services free of 
charge. The society’s advisory committee determines whether 
the physician is qualified for appointment to the branch of serv- 
ice for which he has applied. The hospital’s executive commit- 
tee then passes on the application and refers it to the board of 
trustees for final approval. 


Physicians are assigned to certain periods of the year, during 
which they cover the service to which they are assigned. In 1951, 
approximately 150 physicians were on the staff as active, honor- 
ary, or consultant members. These physicians care for patients 
and also instruct and supervise the residents and interns. Broad- 
lawns County Hospital has an arrangement whereby residents 
in various specialties at private hospitals in the county and at 
the University of Iowa hospitals are appointed to service at 
Broadlawns for periods of four to six months. 

The university hospitals accept about 600 patients per year 
from Polk County, according to a quota based on state taxation 
and county population. The private hospitals in the county also 
accept some welfare patients but are reimbursed for this care 
by rehabilitation and charitable organizations rather than from 
general or public assistance funds. 

According to the latest figures, there are 1,244 hospital beds 
in Polk County, including 165 in three osteopathic hospitals and 
50 in a private hospital for mental patients. Broadlawns County 
Hospital has 166 general hospital beds and 90 beds for tuber- 
culosis patients. 

The outpatient department of the county hospital provides 
clinical and specialist care for indigent patients. There are 30 
clinics each week in the various specialties. Usually the clinics 
are conducted by attending staff members, but some are con- 
ducted by residents. The outpatient department at present has 
a policy of referring aid to the blind and aid to the dependent 
children clients to their private physicians for treatment. if their 
condition allows this. 

The hospital also maintains a blood bank, which is almost 
self-supporting. In 1950, only 264 of the 1,161 donors were pro- 
fessional. The remaining 897 or 77% were relatives and friends 
of patients who received transfusions. 

Home nursing in Des Moines is provided by the Public Health 
Nursing Association. The association is supported mainly by 
private funds, although some tax funds are used to supplement 
the staff. Limited nursing care is provided in the rest of the 
county from county funds, supplemented by federal funds allo- 
cated by the state department of health. 
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Prescriptions are filled at private pharmacies. Patients receiv- 
ing regular treatments at the hospital may have prescriptions 
filled at the Broadlawns pharmacy. 


PAYMENT FOR SERVICES 


The old age assistance program pays for medical care on a 
“preallotment” plan. The physician estimates the amount of 
medical service his patient will require during the coming year, 
and a grant sufficient to pay for this service is sent to the patient 
in monthly installments. From this grant, the client is expected to 
pay for whatever medical care he receives. If the allotment 
proves inadequate, he can apply for an additional amount, but 
if it is in excess of his needs, no adjustment is made during 
the year. 

For clients of the other assistance programs, physicians’ care 
is reimbursed according to a fee schedule established by the 
Polk County Medical Society and the state and county welfare 
departments. The schedule lists maximum fees for house and 
office calls, laboratory services, immunizations, x-ray examina- 
tions, and some special procedures. The Blue Shield fee schedule 
is suggested for services not covered. 


A fee of $5.00 is allowed for each house call, whether day 
or night, and $1.00 for each additional patient treated on the 
same call. The fee for an office visit is $2.50, and $3.00 is 
allowed for subsequent visits to receive injections. 


Physicians’ fees will be paid for treatment of aid to the blind 
and aid to dependent children clients at private hospitals, but 
no provision is made for the payment of hospital charges. 
Attending physicians at Broadlawns County Hospital serve with- 
out payment. Patients receiving inhospital care at the county 
hospital who are able to pay for service make their payments 
to the Polk County Medical Society. 


Broadlawns County Hospital and its outpatient department, 
which provide most of the hospitalization and clinical care for 
welfare clients, receive no payments from general or public 
assistance funds. If the patient is able to make any payment for 
outpatient clinic care, the fee is retained by the hospital. 

A physician who treats a general assistance, aid to the blind, 
or aid to dependent children client submits his bill to the con- 
sultant committee of the medical society for auditing. The society 
then sends general assistance bills to the county welfare depart- 
ment and public assistance bills to the state department of wel- 
fare for payment. General assistance claims are paid directly 
to the physician. Although federal laws now allow payment di- 
rectly to the physician for public assistance care, Polk County 
pays by a special allotment to the client, who is then expected 
to pay the physician himself. Payments for other medical serv- 
ices or for appliances are made directly to the vendor. 
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COST AND FINANCIAL SUPPORT 

The general assistance program in Polk County is supported 
by county taxation. An annual appropriation is made to the 
county welfare department for this program, and an emergency 
appropriation can be made if the funds allocated prove in- 
sufficient. 

Aid to the blind and aid to dependent children programs are 
supported by county, state, and federal funds. The federal gov- 
ernment contributes half the cost of the program, and the state 
and county each provide one-quarter. Funds allocated in 1950 
were adequate in both programs, though physicians reported 
that less than half their fees were paid. 

The old age assistance program is supported by the state and 
federal governments, which share the cost equally. The funds 
allocated in 1950 were inadequate, but the state budget cannot 
be augmented by emergency appropriations. As a result, grants 
were curtailed and many physicians suffered a loss. However, 
the physicians, the health center, and the Broadlawns outpatient 
department continued to give medical care to the aged after the 
funds were exhausted. 

The county hospital receives an annual appropriation from 
the county, based on a detailed budget covering anticipated ex- 
penditures for the ensuing calendar year. This budget is pre- 
pared prior to Aug. 15, which is the final filing date for tax 
levy askings, and the appropriation is established on the basis 
of these figures and the anticipated revenue. In 1950, the state 
legislature granted an increase in the tax for hospital support 
to two mills and authorized a further one mill emergency tax 
if the regular tax did not provide sufficient funds. The hospital 
board has authorized the presentation of a bill for an increase 
in the tax rate to five mills, since emergency appropriations 
have been necessary annually during recent years. 

Some patients at the hospital and the outpatient clinics are 
found able to pay all or a part of the hospital charges. In 1950, 
69.7% of the hospital funds came from the county and 30.3% 
from these patients or from agencies liable for their care. 


Figures are available only for the expenditures and services 
provided at Broadlawns County Hospital and its tuberculosis 
department; no data is available on other assistance costs or 
services. The expenditures and services for general and public 
assistance patients at the hospital are not listed separately. How- 
ever, approximately 78% of the patients in the tuberculosis de- 
partment received free care in 1950, and about 66% of the 
patient-days in the general department of the hospital were not 
covered by full or partial payments. A report of the investiga- 
tions and check-ups of patients treated at the general outpatient 
clinic shows about 50% of the clients investigated were covered 
by one or more of the assistance programs. 
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Applying these percentages to the statements of the total cost 
of patient care in the three departments, the approximate cost 
of the free care provided in the various departments of the hos- 
pital in 1950 is shown in table 2. 


The total net operating expenses of the hospital in 1950, for 
both departments, was $914,894.67 and the total operating in- 
come, of which 98% was received from patients or from agencies 
paying for their care, was $267,974.95. The hospital pharmacy 


TABLE 2.—Total Cost of Patient Care and Approximate 
Cost of Free Care Provided in Broadlawns County 
Hospital in 1950 


Free Patient 
Total Patient Care Cost 
Care Cost (Approximate) 


Tubereulosis Department... $ 69,857.20 $ 54,488.62 


(seneral Department 
Outpatient ........ 70,395.97 35,179.99 
Hospital .. F 409,938.11 270,559.15 


Total.. . 5 $550,191.28 $360,227.76 


TABLE 3.—Attendance Figures and Expenditures for Some Items 
of Hospital and Outpatient Care in 1950 


Tuberculosis 
Department General 


S - — ~-A—____ — in 
Out- Out- 
patient Hospital patient Hospital 


Individual 343 145 9,081 4,855 
Patient Days per Visits... 3,813 29,895 37,520 47,994 


Cost per Day per Visit 
Groes Ooet......0cecs. 5 $ 6.41 ‘ 2.94 12.79 
NN NSS \ceuwige cht ase ist 2.34 1.88 10.34 
Medical Salaries.. < 9,265.00 12,551.64 43,259.68 
Nursing Salaries.. eeKas 45,775.33 16,295.49 205,519.58 
Drugs and Medicines...... wee. 4S 6,726.13 17,833.51 71,833.97 


filled 31,001 prescriptions during the year, but data are not avail- 
able as to the proportion of these that were filled for welfare 
patients. Attendance figures and expenditures for some items of 
hospital and outpatient care in 1950 are shown in table 3. 


MEDICAL SOCIETY RELATIONSHIP 

The Polk County Medical Society not only cooperates with the 
county’s assistance programs but also, to a certain extent, spon- 
sors and helps administer them. The fee schedule for physicians 
was established through the cooperation of the society and the 
welfare agencies, and the society’s consultant committee audits 
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physicians’ bills for all programs except old age assistance. The 
committee also works with the welfare department to prevent 
abuses of the program. The society’s grievance committee stands 
ready to hear complaints against physicians participating in the 
program. 

Medical care for patients hospitalized at the county hospital 
is furnished under the auspices and direction of the Polk County 
Medical Society. Society members serve at the hospital without 
payment, caring for patients and supervising and instructing the 
interns and residents. The advisory committee of the society 
reviews all applications for staff membership at the hospital and 
determines the applicant’s qualifications. All decisions concern- 
ing professional care and medical policies in the hospital are 
made by the attending staff’s executive committee, composed of 
society members, with the cooperation of the advisory commit- 
tee. Hospital patients who can afford partial or full payment remit 
this payment to the medical society. 

During the war, when medical service was at a premium, the 
Polk County Medical Society agreed to pay the salary of a 
clinical director. The society decided that employment of a physi- 
cian in this capacity would help to offset the shortage of staff 
members caused by military demands. In 1950, the council of 
the society decided that this shortage no longer was critical and 
discontinued its contribution of the clinical director’s salary. 
However, as the society felt that the position should be continued 
at the hospital regardless of the size of the attending staff, the 
board of hospital trustees has assumed payment of the director’s 
salary. 

In addition to its services to the county hospital, the society 
has established a commitment board that supervises treatment 
of patients referred to the university hospitals. The board re- 
ceives reports on the patients while they are at the hospital and 
utilizes local medical and auxiliary facilities to follow up the 
cases and provide interim and post-treatment care. 


The medical society’s working agreement for medical care for 
county patients also includes treatment of patients at the county 
jail and the juvenile home. In addition, the society office makes 
every effort to assist patients who are ineligible for care at the 
county hospital. 

SUMMARY 

Medical care for indigent and medically indigent residents of 
Polk County is on a county-wide basis. Clients of the assistance 
programs are all eligible for the same benefits and will be pro- 
vided with any care considered necessary by the attending 
physician. 

Physicians’ care, prescriptions, appliances, home nursing, and 
convalescent care are provided by the county welfare department. 
The patient has free choice of physician for home and office care 
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and in private hospitals, and physicians are reimbursed accord- 
ing to a fairly liberal fee schedule. 

Physicians providing aid to general assistance clients are paid 
directly by the county. Public assistance patients receive an addi- 
tion to their regular monthly grant with which they are expected 
to pay for physicians’ care. 

No provision is made for the payment of hospital or clinic 
charges, since the program makes: use of Broadlawns County 
Hospital and the University of Iowa hospitals, which are tax- 
supported. Physicians at the county hospital, who provide in- 
hospital, clinic, and specialist care for welfare patients, serve 
without remuneration under the auspices and sponsorship of the 
Polk County Medical Society. The patient does not have free 
choice of physician in the county hospital, and the hospital 
determines his eligibility for free care without reference to the 
welfare department’s decision on his case. Prescriptions are filled 
by private pharmacies and by the hospital pharmacy. Though 
convalescent care is available, the county has no control over the 
quality of nursing homes. There is general dissatisfaction with 
this situation, and several agencies are attempting to obtain some 
regulation of the homes.* 

Several public and private specialized programs providing 
medical aid include assistance clients among those aided. Regula- 
tions have been established to provide care for nonresidents and 
transients. 


Placing physicians’ care under one agency and hospitalization 
under another leads to a certain amount of confusion. For in- 
stance, a relief client must be certified as eligible by both agencies 
to receive both types of care. Cooperation exists between the 
two authorities, but there is no formal liaison or coordination. A 
central certifying authority for all medical care might avoid 
much duplication of effort. 


There is no control over the spending of the medical allotment 
to public assistance clients, and physicians and other providers 
of medical services report that less than half their fees are actu- 
ally paid. This has resulted in a natural reluctance on the physi- 
cian’s part to treat public assistance patients. 


The method of payment for old age assistance care is a par- 
ticular subject of dissatisfaction. Since the medical grant is based 
on an estimate of medical needs for the coming year, the amount 
granted each client frequently differs from his actual medical 
costs. As a result, the patient may have to request additional 
funds or receive free treatment, or he may realize a profit on 
the medical care grant. In either event, the program seems in- 
equitable and unsatisfactory. 


* During the latter part of 1952, after the Council’s survey had been 
completed, the city of Des Moines revised its Nursing Home Ordinance to 
remedy this lack of control. 
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This dissatisfaction with the old age assistance program is 
particularly noteworthy since the program includes about 80% 
of those eligible for welfare aid in the county. The aged are also 
those most likely to require medical assistance. The county 
hospital, for example, reports that about half its bed patients 
are 60 years of age or over. 

However, despite these complaints concerning administration 
of the program, it seems generally agreed that the medical care 
provided is adequate except for convalescent home care. In ad- 
dition, public and private programs provide help for non- 
residents and “borderline” cases; no person is denied necessary 
hospital and medical care. 

The assistance programs operate with the full cooperation and 
aid of the Polk County Medical Society, and control of medical 
care and standards remains in the hands of the medical pro- 
fession. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, April 18, 1953, Vol. 151, pp. 1432-1434 


Copyright, 1953, by American Medical Association 


Part IX of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care of the Indigent in Rhode Island 


The following is a study of the new plan for medical care 
of the indigent of Rhode Island, which began operation July 
1, 1952. Owing to the brief period in which the plan has been 
in effect, data are not yet available concerning operating costs 
and the number of treatments provided. However, information 
concerning the administration, fee schedules, and the type of 


TABLE 1.—Number of Persons Receiving Public Assistance 
in May, 1952 


General Assistance 11,367 (5,287 families) 


Public Assistance 
Old Age Assistance 
Aid to Blind 
Aid to Dependent Children (3,330 families) 
Aid to Permanently and Totally Disabled 257 


service available have been abstracted from the program 
manual published by the Rhode Island State Department of 
Social Welfare, with supplementary information supplied by 
the department. 

Rhode Island, the smallest state in the union, had a popu- 
lation in 1950 of 792,000. Almost one-third of the state’s 
residents, 249,000, live in Providence, the only Rhode Island 
city with more than 100,000 population. Approximately one- 
sixth of the state’s population is engaged in manufacturing, 
and there are about 2,500 farms in the state. 


ELIGIBLE POPULATION 


As yet, there are no annual figures for the new medical 
care program. The number of persons receiving some form 
of public assistance in May, 1952, is shown in table 1. 

Medically indigent residents are included in the general assist- 
ance figures. The total number of persons eligible for care 
under the plan is, therefore, approximately 29,208, or 3.7% 
of the state’s population. 
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ADMINISTRATION 


Before the present plan was inaugurated, the great majority 
of medical care for assistance clients was provided through 
payment to the clients themselves, although some payments 
were made direct to the providers of this care from general 
assistance funds. The new plan places all care for public 
assistance clients under the supervision of the Division of 
Public Assistance of the state’s Department of Social Wel- 
fare, while general assistance clients receive care through the 
Department of Public Welfare of the community in which they 
reside. The medical director of the Division of Public Assist- 
ance exercises over-all authority and supervision of medical 
care provided. 

Assistance clients are eligible for medical care without 
further authorization, provided that there are no other re- 
sources they can utilize, such as relatives, insurance plans, 
or agencies organized to provide for victims of specific ill- 
nesses. The manual points out, “Since Public Assistance is 
supplementary to personal and community resources and 
should never supplant these resources, they are to be utilized 
to the fullest extent possible in order to preserve maximum 
personal and community responsibility.” Social workers of 
the Division of Public Assistance determine if such resources 
are available or if public funds are needed to meet the client’s 
medical expenses. 

The medically indigent, though not clients of any specific 
assistance program, may obtain aid in the payment of medical 
costs by applying to the local welfare department within 30 
days after the need first arises. This local office also acts as 
an information center for physicians and others providing 
medical care and supplies who wish to determine a patient’s 
eligibility for public care. Forty-two of these offices serve the 
15 districts into which the state is divided; the district offices 
are under the direct supervision of five “area offices,” which 
are, in turn, responsible to the state office in Providence. 

Advisory committees of the Rhode Island Medical Society, 
the Hospital Association of Rhode Island, the Rhode Island 
State Dental Society, the Rhode Island Optometric Association, 
and the Rhode Island Chiropody Society and an Advisory 
Committee on Pharmacy cooperated in formulating the pro- 
gram and in establishing fee schedules for the various serv- 
ices. A continuing liaison is maintained between the Depart- 
ment of Social Welfare and the various professional groups, 
and the advisory committees may be consulted concerning 
problems arising in their respective fields. Appeals by phy- 
sicians and other personnel providing medical care may be 
made directly to the medical director or to the appropriate 
advisory committee or both. A fair hearing process has also 
been established by the state for assistance clients who wish 
to appeal an agency action. 
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SERVICES AVAILABLE 


Medical care, as defined by the manual, includes “those 
basic medical services and supplies, in essential quantity, at 
minimum adequate cost, which are required for the diagnosis, 
treatment and control of sickness or injury, to the end that 
physical, mental and economic self-help may be achieved to 
the maximum possible for each needy person requiring such 
medical care.” 

Fourteen medical services are listed as falling within the 
scope of the program: services of physicians, consultants, dent- 
ists, chiropodists; x-ray and laboratory services; eye care and 
glasses; appliances; drugs; ambulance service; hospital, clinic 
and convalescent care; and home nursing. The services are 
available to all assistance clients and to the medically indigent, 
whenever they are not otherwise obtainable. 

The client may be treated by the physician of his choice in 
the home or office; prior authorization is required only if 
more than eight visits per month are needed, in a case of 
acute illness, or more than two visits per month, for chronic 
illness. In emergencies, treatment above these limits is per- 
mitted without prior authorization. The program covers pre- 
natal and postnatal care in home and office, but hospital 
delivery is expected, except in cases of emergency. 

Usually, provision is made for the services of only one 
physician at a time. With prior authorization, however, a 
single office or home visit by a consultant is allowed; in emer- 
gencies, the prior authorization is not required. 

On the recommendation of the attending physician, a client 
may be hospitalized in any approved voluntary hospital in the 
state. Ward accommodations are utilized, and all ordinary 
hospital services are provided, including maternity care. Hos- 
pitalization outside Rhode Island, within the cost standards 
of the plan, is provided when the service required is not avail- 
able in the state or if the patient is outside the state when the 
need arises. 

No change has yet been made in methods of providing 
clinic care; pending a thorough study of the situation, local 
welfare departments maintain the same arrangements with 
local clinics as were in force prior to the beginning of the 
new program. Care is provided at licensed convalescent and 
nursing homes if needed services are not available at the state 
infirmary or other sources. On recommendation of the attend- 
ing physician, clients may also receive home care from reg- 
istered nurses or licensed practical nurses. 

Within the limits of the manual’s definition of medical care, 
dental care in the dentist’s office is also provided. All types 
of dental work are covered, including oral surgery, extractions 
and bridge work; at present, orthodontia is excluded. Prior 
authorization is required only for work costing more than 
$15; for work costing between $15 and $50, the authorization 
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is based on x-ray examination of the specific area to be treaed, 
while for work costing more than $50, a full mouth x-ray 
examination is required before authorization. 

Treatment by licensed chiropodists is provided without prior 
authorization up to a maximum of five home or office visits 
per month for acute conditions and two per month for chronic 
conditions. For treatment beyond these limits, prior authoriza- 
tion is required. 

Diagnostic x-ray services, as well as x-ray and radium 
therapy, must be provided by an approved radiologist. Diag- 
nostic services may be provided without prior authorization, 
but authorization is required for either type of therapy, which 
will be provided only when other resources cannot be utilized, 
whether because of distance limitations or other reasons. Pay- 
ment for diagnostic x-ray services will be allowed to physicians 
other than approved radiologists only in emergency cases. 

Laboratory services are provided by clinical laboratories 
approved by the State Department of Health and the Public 
Assistance Office of Medical Service. The program encourages 
the use of existing public health laboratory facilities and the 
“diagnostic battery of laboratory tests” which the private labo- 
ratories usually provide. The only authorization needed for 
such services is a written statement by the attending physician 
that such tests are necessary. 

Physiotherapy may be provided in home, office or hospital, 
but is considered part of the professional services rendered by 
physician or hospital rather than a separate service. 

Complete eye care is provided, including examination, re- 
fraction and diagnosis; new eye-glasses may be obtained or 
old ones replaced or repaired. Payment is provided for pro- 
fessional care by any licensed ophthalmologist or optometrist 
and for filling of their prescriptions by opticians. 

Surgical and prosthetic appliances are provided on the rec- 
ommendation of the attending physician; prior authorization 
is required in each case. Ambulance service is provided when 
essential for transporting a patient to or from a hospital. 

Drugs may be obtained from licensed pharmacists upon the 
written prescription of the attending physician, with the ex- 
ception of expensive or experimental drugs of doubtful efficacy 
or drugs in the state of preliminary trial. Drugs provided by 
the physician or the hospital are considered part of the pro- 
fessional services rendered. 


PROVIDERS OF SERVICE 

No figures are as yet available as to actual participation 
in the program, due to the short time it has been in operation. 
However, no participation agreements are required, so that 
any licensed physician may provide the service. In 1950, ap- 
proximately 950 physicians were in practice in Rhode Island, 
including over 300 specialists. There are approximately 95 
private duty nurses and 152 practical nurses in the state. 
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The program provides for care in public hospitals only when 
the client is hospitalized outside the state; therefore, the 16 
nonprofit private hospitals, with a total of 2,420 beds and 432 
bassinets, provide all hospital care for clients of the program. 


PAYMENT FOR SERVICES 


Through consultation with the advisory committees of the 
professional groups concerned, fee schedules have been estab- 
lished for most of the services provided. In general, only one 
agency or supplier is paid for each service rendered. Phy- 
sicians are paid for home and office visits but not for hos- 
pital visits; only the hospital receives payment for hospital 
or outpatient department care. Drugs and physiotherapy pro- 
vided by physicians and hospitals are considered part of the 
professional services rendered and are included in the flat 
rate paid for such care. 

Physicians are reimbursed at a rate of $3.00 for office visits, 
$4.00 for home visits during the day, and $5.00 for home 
visits at night. For additional patients seen during a single 
visit, $2.00 is allowed, with a maximum payment of $7.50 
per visit. The maximum payment for minor surgery in home 
or office is $10.00. Consultants receive $5.00 for office visits 
and $10.00 for home visits. 

The ordinary maximum per diem allowance for hospital 
care is $14.00 and for infants after delivery $3.00 per diem 
is allowed. Prior authorization is required for hospitalization 
costs that exceed this rate. 

Payments for clinic care are determined in accordance with 
the previous agreements between the institution and the local 
welfare department; if the clinic has been providing this care 
gratis, it will continue to do so, pending the completion and 
study of a survey being conducted by the Hospital Associ- 
ation cf Rhode Island. Payments for convalescent and nurs- 
ing home care are determined by public assistance cost stand- 
ards for the type of care provided and, in the case of home 
nursing, by the hours of service required. 

A detailed fee schedule has been established for dental work, 
with fees ranging from $2.00 to $75.00, depending upon the 
type of work done. Chiropodists are paid $2.00 for office 
visits, $3.00 for home visits during the day, and $5.00 for 
home visits at night. Allowances for clinical laboratory serv- 
ices range from 50 cents to a high of $6.00, for a basal metab- 
olism test. 

Drugs are paid for at the unit cost price plus 50%, except 
drugs which have fair-traded minimum retail prices, in which 
case these prices apply. If compounding of at least one-half 
hour’s duration is involved, a higher rate of payment for the 
prescription may be authorized. Cost standards for appliances 
will be established after the program has been in operation 
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six months, so that payments may be based on experience in 
the type and number of appliances needed. 

The method of payment varies somewhat with the type of 
service. For all services except clinic, convalescent and nurs- 
ing home care and home nursing, bills are sent to the agency 
concerned. Bills for public assistance clients are sent to the 
State Public Assistance Office of Medical Service in Providence 
and for general assistance and medically indigent clients to 
the local department of public welfare. Most bills are due by 
the 10th day of the month following that in which service is 
provided. 

For clinic care, the bill is sent to the local welfare depart- 
ment; for convalescent and nursing home care and for home 
nursing, the bill is given to the client, with the physician’s 
recommendation as to the future care needed. The client gives 
this information to the social worker handling his case, who 
arranges the necessary increase in the total amount of assist- 


TABLE 2.—Vendor Payments from General Assistance Funds 
for Indigent Medical Care, Fiscal Year 1952 


Hospital Care Medical Care 
General Assistance Clients $197,432 $48,151 


Public Assistance Clients 17,145 


Old Age Assistance $179,406 $7,970 
Aid to Dependent Children 84,097 8,748 
Aid to the Blind 3,092 206 
Aid to the Permanently and 

Totally Disabled 2,337 221 


$65,296 


ance paid the client. The client then pays the home or nurse 
from this increased allotment. 


COSTS AND FINANCIAL SUPPORT 

Public assistance medical care is supported by state and 
federal funds, through a “pooled fund” arrangement, as 
allowed by the 1950 amendments to the Social Security Act. 
The state and federal funds provided for public assistance are 
pooled, and a monthly assessment for medical care is made 
from this fund for each public assistance client. This medical 
care fund is then utilized to pay medical bills for all clients 
of the program. General assistance medical care costs are met 
by local funds, with the state reimbursing local government 
for 70% of such costs. 

As yet, insufficient data has been acquired to enable a tabu- 
lation of total costs or expenditures per client for the new pro- 
gram; however, cost figures for the fiscal year 1952, immedi- 
ately prior to the inauguration of the new program, may serve 
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as an indication of possible expenditures under the new plan. 
During this period, medical care was reimbursed by two 
methods: direct payment to the vendor from general assist- 
ance funds and inclusion of medical care payments in the 
client’s regular assistance check, with the client paying the 
vendor. The figures given represent only the payments direct 
to vendors from general assistance funds and, therefore, show 
only one-third or less of the total cost of medical care for 
the indigent, according to the state welfare department. In 
addition to the costs given in the table, $1,764 was paid for 
ambulance service for assistance clients. 

From the figures given, it can be seen that the total vendor 
payments for indigent medical care during the year were 
$533,424. Using as the number of eligible clients 29,208, 
the average payment would be $18.26 per eligible client. If, 
as is estimated, this amounts to only a third of the total cost, 
then total expenditures for indigent medical care during the 
year were approximately $1,600,000, or about $54.75 per 
eligible client. It cannot, as yet, be determined how closely 
costs under the new program will approximate these figures. 


MEDICAL SOCIETY RELATIONSHIP 


The program was drawn up with the assistance of the com- 
mittee on social welfare of the Rhode Island State Medical 
Society, which also aided in formulating the fee schedule for 
physicians’ services. It is apparent, therefore, that the state 
society was actively interested in the establishment of the 
plan and will continue to aid in its development. The social 
welfare committee continues to work with the state welfare 
department in an advisory capacity and has been called upon 
frequently by the medical director for advice and assistance 
in coping with problems not specifically covered by the estab- 
lished standards and regulations. Information is not yet avail- 
able on the amount of participation in the program by 
individual members of the society. 


SUMMARY 


Since the Rhode Island program for medical care of the 
indigent is barely eight months old, its efficacy cannot be fully 
determined. However, the plan seems a firm basis for efficient 
handling of this problem. 

Public assistance care is administered by the state Public 
Assistance Office of Medical Service, except clinic care which, 
like general assistance medical care, is administered by local 
welfare departments. Thus medical care is, in general, pro- 
vided through the same department, state or local, as is other 
assistance, and administrative complexity is kept to a mini- 
mum. This not only makes actual management of the program 
easier but also makes the cost of each program more readily 
determinable than in the former plan, when medical care was 





PRESIDENT’S HEALTH RECOMMENDATIONS 767 


provided either through general assistance funds or by in- 
creases in the regular assistance checks. 

In general, clients of any assistance program are eligible 
for all forms of care without prior authorization, except when 
the treatment will be overly expensive or prolonged. The 
program manual states that “the decision as to the specific 
medical needs of each patient is a professional one. Public 
Assistance is concerned (only) with the financial need... .” 
This is borne out by the fact that, for all services except the 
few requiring prior authorization, the recommendation of the 
attending physician is the only requirement. 

Patients have free choice of physician and of all other 
vendors of service or professional personnel within the scope 
of the program: the only limitation is that assistance funds 
will be used to pay for medical care only when the client 
cannot obtain this care from any other source. In this way, 
the program avoids duplication of the services provided by 
public health agencies and various voluntary organizations. 

Fees are somewhat restricted, in that physicians are reim- 
bursed for home and office care at a set rate, regardless of 
service, and are not paid for treatment in hospitals or hospital 
outpatient departments. Hospitals are paid a flat per diem 
rate for all services, including drugs and physiotherapy. Pre- 
scriptions are filled by private pharmacists on a cost-plus basis, 
with fair-traded drugs provided at the minimum retail price. 

Cost standards have been established for all services except 
clinic care, where prevailing standards in the individual com- 
munities remain in effect pending a state-wide survey by the 
welfare department and the hospitals of the state. Cost stand- 
ards for surgical and prosthetic appi:-nces will be developed 
after six months of experience with the plan. Owing to the 
short time the program has been in operation, figures are not 
available for total expenditures or cost per eligible client. 

The Rhode Island State Medical Society, as well as the 
other professional groups concerned, has had an active part 
in the formulation of the program and continues in an ad- 
visory capacity to the medical director; the welfare depart- 
ment plans to concern itself solely with the financial and 
administrative aspects of the plan and to leave medical care 
in the hands of the private physician. Indeed, the medical 
director of the program has stated that Rhode Island is “not 
attempting to set up a ‘police body’ to supervise . . . methods 
of practice” but to provide this care for the indigent on a 
more effective basis. 

In general, the program seems designed to provide adequate 
care for the needy of the state and at least some reimburse- 
ment for the professional providers of this care. Only ex- 
perience, however, will show how effectively this goal is 
attained. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, May 16, 1953, Vol. 152, pp. 268-270 


Copyright, 1953, by American Medical Association 


Part X of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in Richmond, Virginia 


This is a study of medical assistance benefits made available 
to the indigent and medically indigent of Richmond, Va. 
Previous studies in this series have reported on county-wide 
programs; however, Virginia’s geographical division leaves the 
larger cities distinct from county boundaries. Richmond, the 
capital of Virginia, is one of these independent cities; the 
current population totals 235,300. The city’s historic tobacco 
enterprises and numerous younger industries have provided a 
remarkably stable employment situation throughout the past 


several decades; accordingly, during this time, the local wel- 
fare case loads have had only a minimal seasonal variation. 


ELIGIBLE POPULATION 

Requirements for general and public assistance are estab- 
lished by the Virginia state legislature and the Federal Security 
Administration; the welfare department certifies assistance 
applicants in accordance with these standards and all certified 
indigents are automatically eligible for all benefits provided 
by the health department’s medical assistance program. How- 
ever, welfare case loads do not necessarily include all persons 
eligible for the individual medical services provided; certain 
agencies integral to the total program independently establish 
requirements and screen noncertified medically indigent per- 
sons who apply for services provided by those agencies. The 
data in table 1 represent only those persons eligible for all 
phases of the medical assistance program during June, 1952: 
the total welfare case load represents 2% of the city’s popu- 
lation. 

ADMINISTRATION 

Prior to 1941, the Richmond Department of Public Wel- 
fare bore the entire community responsibility for aid to the 
needy. In that year, however, the Department of Public Health 
was founded and, in addition to other duties, given the re- 
sponsibility for provision of medical care to the city’s indigent, 
although the welfare department continued to administer the 
nonmedical assistance program. 
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Between 1941 and 1949, the medical aid program was sub- 
jected to intense scrutiny and criticism by the Department of 
Public Health, the administrators of the Medical College of 
Virginia, and the directors of the Commonwealth Fund of 
New York. Through the cooperation of these three agencies, 
the current medical aid program was evolved. The objective 
of the program was dual: the provision of adequate and co- 
ordinated medical services to the indigent and medically indi- 
gent and the establishment of a teaching program whereby 
students of the Medical College of Virginia, in Richmond, 
might be familiarized with both socioeconomic and technical 
aspects involved in the practice of medicine. 

The program is supervised and coordinated by the Medical 


Aid Bureau of the health department; however, the final 
authority on medical aspects of the program is vested in a 


TABLE 1.—Number of Richmond Assistance Clients, 
June, 1952 


General Assistance 
Service Cases * 


Public Assistance 


Old Age Assistance 
Aid to Dependent Children 


Aid to the Blind 


* Temporarily certified for general assistance, subject to additional 
review. 


part-time “clinical director” and two part-time consultants 
from the college’s department of medicine. Since several pro- 
fessional groups are involved in the instrumentation of the 
program, a central record system is maintained in an attempt 
to achieve some degree of continuity in medical services. 
Although the Richmond Academy of Medicine has officially 
endorsed the program as an experiment, the society has played 
no active part in either its planning or its administration. 


SERVICES AVAILABLE 

The Medical College of Virginia is the hub about which 
the entire medical assistance program revolves. Here, using 
the clinics and emergency rooms of the hospitals affiliated 
with the college, general practice, emergency, and specialized 
care are made available to Richmond’s indigent and medically 
indigent. Private physicians do not participate in the program, 
except under the college’s auspices and direction. 
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The newly certified welfare client is given a card estab- 
lishing his eligibility for all services provided by the program. 
Upon his initial visit to the clinics, the client presents this 
card to the clinic admitting department, which refers him to 
the admitting clinic for treatment or for referral to the spe- 
cialty clinics or the hospital admitting staff. For treatment of 
clinic applicants who are not certified welfare clients, how- 
ever, a careful screening by the clinic admitting department 
is required. 

Admitting clinic hours are between 9 a. m. and noon and 
between 2 and 4 p. m., five days per week; general specialty 
clinics are conducted week day mornings, while subspecialty 
clinics are held week day afternoons. Both admitting and 
specialty clinics are housed in the Medical College of Virginia 
Hospital; their services are available to all assistance clients. 
At any time during the day or night, certified welfare clients 
requiring immediate medical attention may be admitted to the 
emergency rooms at the college hospitals. The services of the 
emergency rooms are available to everyone in the city. 

A 24 hour switchboard service at the college hospital re- 
ceives requests for home care, which is provided for those 
on assistance rolls without prior authorization. Requests from 
noncertified indigent and medicaliy indigent clients are screened 
by the switchboard operators before physicians or medical 
students are dispatched to their homes. Special attention is 
given to home care by the clinical director of the program. 
Through his intimate contact with the program as a whole, 
and through the utilization of comprehensive case records 
maintained by the home care offices, he insures that patients 
requiring home therapy are carefully attended by both stu- 
dents and instructors. 


Until this year, physicians and students participating in home 
care and clinic phases of the program solicited the services 
of the Instructing Visiting Nurses Association (IVNA) to pro- 
vide bedside nursing care, with some supplementation of these 
services by health department nurses. On Jan. 1, 1953, the two 
nursing services were combined as the Community Nursing 
Service, with all nurses available for either educational or 
nursing functions. In certain instances, the program also 
authorizes the use of housekeeping aides. 


Upon the recommendation of the clinics, emergency rooms 
or home service welfare clients are hospitalized at one of the 
participating hospitals: the college hospitals, Sheltering Arms 
Hospital, and Richmond Community Hospital. Convalescent 
care is provided to the indigent at the Richmond City Home. 
Certified welfare clients are admitted to these institutions with- 
out special authorization; however, noncertified indigent and 
medically indigent petitioners are routinely subjected to a 
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careful interrogation and means test by the hospital admitting 
staff prior to their admission. The staff tentatively suggests 
a full or part payment schedule such that emergency cases 
may receive prompt attention. Each patient is subsequently 
referred to the Medical Aid Bureau of the health department. 
The information obtained by the admitting staff is reviewed 
and, in many instances, verified by home calls before actual 
subsidization is granted. 

Pharmaceuticals are dispensed to the indigent either at the 
clinics or by the hospital pharmacy. Though all drugs are 
available, the administrators of the program recommend the 
employment of the less expensive preparations wherever feas- 
ible. Special appliances are rented for the indigent from 
sick-room loan chests maintained by voluntary community 
organizations. Ambulance services are also provided, using 
conveyances owned and operated by the health department. 


PROVIDERS OF SERVICES 


There are currently approximately 600 physicians in active 
practice in Richmond. Of these, 160 qualified specialists con- 
tribute one-half day per week to the admitting or specialty 
clinics. In addition, four general practitioners are salaried by 
the medical school to supervise the provision of medical serv- 
ices in the hospital emergency rooms. Thus, including the 
program’s clinical director and the medical consultants, about 
170 of Richmond’s licensed physicians are concerned directly 
or indirectly with the organized medical assistance program. 
Of these, only the physicians who comprise the medical school’s 
teaching staff, with a few exceptions, are authorized to treat 
inpatients at the college hospitals. 


Integral to the provision of both outpatient and inpatient 
services are the interns and residents at the college hospitals 
and the 100 senior students of the medical school. These 
fourth year students are divided into eight groups, which are 
so rotated that each student is assigned eight weeks to the 
medical service, eight to surgery, four to obstetrics, four to 
pediatrics, and four to neuropsychiatry. An additional four 
weeks are set aside as an elective period. 

At all times during the school year, a minimum of 24 stu- 
dents, i. e., two groups of 12 each, are assigned to the medical 
service. Sixteen of these assist in the medical clinics and eight 
are assigned to home care. The students are so rotated that 
each gives one-third of his eight weeks on the medical service 
to the latter program. Thus, each senior medical student at 
the college spends some 18 to 20 days providing home care. 

Requests for home care services are answered by a pair 
of medical students in health department automobiles equipped 
with radio telephones. The findings of the students and their 
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treatment of cases are reviewed daily by one of two second 
year medical or pediatric residents, by the clinical director, 
or by one of the medical consultants. The reviewing physician 
may return with the students to see the patient or may dis- 
pose of the case by referral to the clinics, the emergency 
rooms, or the hospital admitting staff. A secretarial staff is 
employed specifically to maintain home care case records and 
to insure periodic visits by students or physicians to the homes 
of chronically ill welfare clients. 


In table 2 are given the bed capacities of those hospitals 
whose inpatient services are available to Richmond’s welfare 
clients. In general, the diagnostic and therapeutic facilities 
of the college hospitals are more comprehensive than those of 
the other hospitals, and individual cases are assigned to and 
transferred between the institutions accordingly. 


To insure efficient utilization of available facilities and thus 
obviate unnecessary expenditures for inhospital services, the 
Richmond Department of Public Health employs a hospital 


TABLE 2.—Bed Capacities of Richmond Hospitals Participating 
in Indigent Medical Care Program 
Medical College of Virginia Hospitals * 
(College hospital, St. Philip Hospital) 
eee ATG TIN ao. oon ons 00500 wesnicweusoncbncs cece 83 
Richmond Community Hospital 


* Services are also available for the medically indigent on a part pay- 
ment basis. 


coordinator who personally follows the institutional care of all 
welfare clientele. The coordinator, a licensed physician and a 
member of the college’s department of medicine, reviews each 
case at least once weekly and has final authority as to the 
duration of hospitalization required by the patient and as to 
the selection of the institution wherein adequate medical serv- 
ices may be most economically provided. The role of hos- 
pital coordinator is, of course, of singular importance in a 
teaching institution, where there might be a tendency to hold 
unusual cases for observation longer than is absolutely neces- 
sary for adequate hospital treatment. 


The Richmond City Home provides domiciliary care as well 
as convalescent care to the certified indigent. Of its 310 beds, 
only 225 are normally occupied by convalescent, terminal, 
or chronic cases. The home is staffed by 6 registered nurses, 
31 practical nurses, and 3 externs. A salaried attending phy- 
sician makes routine and emergency calls on those occupants 
of the city home in need of his services. 
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PAYMENT FOR SERVICES 

The great majority of the medical benefits provided to the 
indigent and medically indigent of Richmond are tendered 
through the Medical College of Virginia and its affiliated 
hospitals. In return for these services, the Richmond Depart- 
ment of Public Health has contracted to reimburse the college 
on the basis of its computed per patient operating costs. Addi- 
tional contracts have been negotiated between the health de- 
partment and the other agencies incident to the program. 


During the fiscal year 1952, the department was billed at a 
rate of $0.50 for each clinic visit, admitting or specialty, of 
certified welfare clients; the cost of emergency room care was 
$3.00 per patient treated. The noncertified medically indigent 
were asked to make partial or full payments for clinic care; 
the remainder of these costs were absorbed by the medical 
school. For inpatient care given welfare clients at the college 
hospitals, the college was reimbursed at an inclusive rate of 
$13.50 per patient day. In addition, the health department 
paid a portion of the costs of inpatient services to the retro- 
actively certified medically indigent, determined for each in- 
dividual case by the hospital admitting staff and the Medical 
Air Bureau. The per diem rate negotiated between the de- 
partment and Sheltering Arms and Richmond Community 
Hospitals was $7.00. 

To avoid confusion regarding responsibility for care of wel- 
fare clients at the city home, the Department of Public Health 
and the Department of Public Welfare have arbitrarily agreed 
that services provided during the first two months at the home 
be considered convalescent care and service provided over any 
period in excess of two months is considered domiciliary care. 
The welfare department, charged with the administration of 
the home, bills the health department for services classified 
as convalescent on the basis of costs, $2.63 per bed per day 
during the fiscal year 1952. 

The home care phase of the program is financed jointly by 
the health department and the medical school. The health 
department pays the salaries of the clinical director, the medi- 
cal consultants, and the office and administrative assistant; 
it also defrays the costs of pharmaceuticals and of the four 
automobiles utilized by participating physicians and students. 
For home nursing services, the health department makes 
monthly payment at a contract rate of approximately $2.60 
for each visit requested by a home care physician. The nursing 
service has been guaranteed a minimum of $10,000 per year 
for its services. The health department is also billed monthly 
for drugs dispensed to welfare clients by the college hospital 
pharmacy. Prosthetic appliances are rented from the sick room 
loan chest at reduced rates. The college pays for the residents, 
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furnishes the program’s operating space, defrays the cost of one 
automobile, and pays part of the cost of the social service and 
clerical salaries. All laboratory work on home service speci- 
mens is done without cost in hospital and clinic laboratories. 


COSTS AND FINANCIAL SUPPORT 


During the fiscal year 1952, the health department’s expen- 
ditures for medical care to assistance clients totalled $339,000, 
with an additional $7,000 expended in partial payment of hos- 
pital and nursing services for noncertified medically indigent 
clients. Of this $346,000, the state provided $60,000 toward 
the cost of inpatient services at the college hospital and the 
Commonwealth Fund provided $19,000 as a grant to the home 
care program. Remaining costs were met by local funds. Table 


TABLE 3.—Cost of Medical Services to Richmond Welfare 
Clients, Fiscal Year 1952 


Percentage 
of Cost 
of Total 

Cost Program 
Re SEEN LaahoteastGet cv eseseeesseeens $ 37,500 Sane 11% 


Home Care 44,000 * ue 138% 
Institutional Care me 66% 
ee ee $203,000 
Convalescent 22,000 
DOING Vai iicseiscaccdesicaccs 2,500 
Auxiliary Care 16,000 
Nursing Service ............ $ 11,500 
Housekeepers 8,500 
Appliance rental 1,000 
Administration (except home care).... 14,000 cae 4% 


Total $339,000 100% 


* This figure represents the entire health department cost for home 
eare, including administrative and pharmaceutical costs. 


3 gives the approximate costs for medical services to assistance 
clients; the cost of home care for noncertified patients has not 
been subtracted, since the health department’s share of this 
cost is relatively independent of the number of patients treated. 
Though no payment is made by the city for services ren- 
dered the medically indigent in emergency rooms and clinics, 
about 50% of the home and hospital services are furnished to 
these clients. Cost figures given in table 3 include these serv- 
ices, as well as those to certified assistance clients. 


SUMMARY 
The Richmond Department of Public Health provides to the 
city’s certified welfare clients a broad range of medical serv- 
ices. Although the manner in which these benefits are supplied 
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is essentially distinct from private medical care, the personnel 
and facilities made available may well be superior to those 
obtainable by many nonindigent residents of the city. The ad- 
mitting and specialty clinics at the college hospital are staffed 
by physicians who are among Richmond’s most highly trained 
medical personnel. Furthermore, the contiguity of the clinics 
provides for rapid referral of the indigent patient to the phy- 
sician best qualified to treat his particular ailment. 

The home care phase of the medical aid program is designed 
to instruct medical students as well as to provide care for the 
indigent. Thus the quality of medical care is under constant 
criticism and inspection; however, the home care program is 
in recurrent danger of becoming understaffed during the sum- 
mer months, an obvious disadvantage in the system. At the 
hospitals associated with the medical school, all available diag- 
nostic and therapeutic facilities are placed at the welfare client's 
disposal with a minimal regard for expense. The health de- 
partment, however, avoids abuse of the institutional phase of 
the program through its hospital coordinator, The relatively 
small total costs for hospital care bespeak the efficacy of the 
coordinator’s role in the program. 

The Richmond welfare client cannot, of course, maintain 
the intimate physician-to-patient relationship as can the private 
patient. The medical aid program does not offer what might 
in any way be construed as free choice of physician. Con- 
tinuity of medical services is achieved through an elaborate 
and orderly system of case records; however, no single stu- 
dent or physician is assigned individual patients or families 
for an extended period of time. 


Medical indigency is diversely defined by the various agencies 
participating in the program. Thus the noncertified borderline 
indigent is entitled to limited medical services and is subjected 
to repeated screening and means-testing if more than one type 
of medical service is required. It is estimated that about 50% 
of the home and hospital services furnished are for medically 
indigent patients. 

The Richmond medical aid program is currently in the em- 
bryonic stage of its development. Today, its scope of services 
and its objectives are worthy of the highest praise. Through 
the sincere interest and intelligent cooperation of its partici- 
pating agencies and technical personnel, it is reasonable to 


assume that the program’s minor defects are even now being 
eliminated. 
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Reprinted, with additions, from The Journal of the American Medical 
Association, January 2, 1954, Vol. 154, pp. 83-84 


Copyright, 1953, by American Medical Association 


MEDICAL CARE FOR THE INDIGENT 


Part XI of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in Vanderburgh 
County (Evansville) Indiana 


This is a study of medical services available to the indigent 
and medically indigent population of Vanderburgh County, 
Indiana. Of the county’s 160,000 residents, 130,000 live in 
Evansville, an industrial center with manufacturing plants pro- 
ducing automobiles, refrigerators, construction machinery, and 
various steel, plastic, and tobacco products. 


ELIGIBLE POPULATION 
Table 1 shows the number of clients eligible and those 
actually receiving medical care during an average month 


under the general and public assistance programs. All those 
eligible for assistance under these programs are automatically 
eligible for medical care at public expense. 


ADMINISTRATION 


For years the medical care of the indigent and medically 
indigent of Vanderburgh County was provided on a charity 
basis by individual physicians. In 1947, a survey of public 
opinion indicated that (1) the people of the county did not 
know that physicians received no pay for these services and 
that (2) the public favored a program whereby a token pay- 
ment would be made for these services. A program was sub- 
sequently devised based on a contract between the county 
medical society and the Department of Public Welfare and 
the township trustees. The society members agreed to provide 
medical care for all properly certified indigent and medically 
indigent patients in the three local hospitals in return for a 
monthly token payment to the society. Individual physicians 
may also treat public assistance clients outside the hospital, 
and such care, to properly certified patients, is reimbursed by 
the Department of Public Welfare. 

The attending physician determines what medical care will 
be provided to public assistance patients. The committee on 
indigent care of the medical society supervises the medical 
aspects of the program. This committee establishes fee sched- 





PRESIDENT’S HEALTH RECOMMENDATIONS 777 


ules and drug lists; it meets with the Department of Public 
Welfare monthly to review unusual or expensive cases and the 
methods of therapy used in such cases. Subcommittees of this 
group at each of the three hospitals attempt to keep hospital 
costs down and supervise care of the indigent in the hospital. 
The case workers of the welfare department certify those 
clients eligible under Indiana law to receive grants for old 
age assistance, blind assistance, and aid to dependent chil- 
dren. This department also administers the assistance grants 
for the Indiana child welfare and crippled children programs. 

The general assistance programs are administered at the 
township level by the township trustees, elected officials who 
are, according to Indiana law, “the overseers of the poor.” 
The investigators of the trustees’ offices certify eligibility of 
the clients. There are eight townships in the county; however, 
since Pigeon Township includes most of Evansville and pro- 
vides almost all the township assistance in the county, it is 
the only one whose medical program will be discussed. The 


TABLE 1.—Average Number Eligible and Receiving Medical 
Assistance, March, 1952 (Estimated) 


Eligible Recipients 
General Assistance 1,847 612 
Public Assistance 799 
Old Age Assistance 638 
Aid to Dependent Children 134 
Aid to the Blind 27 


Pigeon Township trustee engages one white and two Negro 
physicians to take care of home and office calls of general 
assistance clients; no payments are made to private physicians 
for general assistance cases treated outside the hospital. For 
hospital care, the township trustees have the same arrange- 
ment with the medical society as has the welfare department. 


SERVICES AVAILABLE 

In general, all clients of the welfare department are eligible 
for the same medical services. Freedom of choice of phy- 
sician is provided for home and office care; hospitalized cases 
are under the care of the staff physicians at the hospital 
selected by the patient. Frequently the Department of Public 
Welfare learns the names of physicians on staff service at 
the selected hospital and sends the patient to one of these 
physicians for a “work-up” before hospital admittance. The 
attending physician may prescribe such drugs and special 
appliances as he feels are necessary; however, physicians are 
urged to use drugs on the approved list. If a drug not on this 
list is prescribed and exceeds by 10% or more the cost of the 
comparable drug on the list or is not comparable with any 
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drug on the list, the prescription must be signed by two phy- 
sicians. Prescriptions for cortisone and other expensive drugs 
must have the signatures of two physicians and must also be 
approved by the society’s indigent medical care committee. 

Complete dental care is available for all public assistance 
clients, except that old age assistance clients are not provided 
with dentures. Eye treatment is provided for all welfare de- 
partment clients. The aid to the blind program includes 
remedial measures; old age assistance clients may also receive 
eye treatment when medically necessary. Nursing services in 
the patient’s home are provided by the Public Health Nurses 
Association. Nurses are paid according to a fee schedule for 
such services to old age assistance and aid to the blind pa- 
tients; no charge is made for aid to dependent children patients. 
In emergencies, the Physicians and Nurses Exchange can 
approve medical care for public assistance clients, since the 
welfare department provides this organization with up-to-date 
lists of all welfare recipients. 

The public assistance patient has freedom of choice of 
pharmacies, but the pharmacy must be certain of authoriza- 
tion before it fills a prescription. In the hospitals, no distinc- 
tion is made between assistance patients and other patients; 
however, assistance clients are hospitalized in the least ex- 
pensive rooms that medical conditions permit. All hospital 
facilities may be utilized for the assistance patient, including 
x-ray, laboratory, physiotherapy, and, at Protestant Deaconess 
Hospital, radioisotopic services. No restrictions are placed on 
the use of these services; the attending physician is the judge 
of the program of therapy. St. Mary’s Hospital maintains a 
prenatal clinic that serves the indigent and also provides some 
postnatal services. During 1952, the clinic gave care to 58 
patients on 360 visits. Protestant Deaconess Hospital main- 
tains a crippled children’s clinic for the indigent, employing 
the services of an orthopedist, a pediatrician, and a nurse. 
In addition to the officially provided services, the hospitals 
also care for many patients who do not qualify under one of 
the assistance programs but who are unable to pay for all 
their medical care. Patients under general and public assistance 
programs are cared for in nursing homes, rather than hos- 
pitals, whenever possible. Both physicians and hospitals co- 
operate in transferring patients to these homes as soon as 
medically appropriate, in order to decrease the cost of the 
programs. General assistance clients receive approximately the 
same services as public assistance clients, except for physicians’ 
home and office calls, which are provided by the three town- 


ship physicians, without freedom of choice. 


PROVIDERS OF SERVICES 


There are 174 physicians active in the county medical 
society, all of whom may provide home and office care to 
welfare department clients. Ninety per cent of the physicians 
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participate in the program to some extent, although much of 
the work for the indigent is done by a few men. Most of the 
doctors in the medical society are on the staff of at least one 
of the three hospitals in the county, and these staff physicians 
provide all in-hospital care for the indigent. Township assist- 
ance clients receive home and office care from the three con- 
tract doctors of the township. All three hospitals participate 
in the program. Welborn Memorial Baptist Hospital has 116 
beds; St. Mary’s, 178 beds; Protestant Deaconess, 245 beds. 
St. Mary’s and Protestant Deaconess provide some specialized 
clinic services, but none of the hospitals maintains an out- 
patient department. Convalescent care is provided through 17 
state-approved nursing homes in the area. The Public Health 
Nursing Association provides home nursing to old age assist- 
ance and aid to the blind patients at a reduced rate. All 
pharmacies in the area are eligible to fill assistance pre- 
scriptions. 


TaBLE 2.—Monthly Payments to Medical Society 


Department of Public Welfare $300.00 
Pigeon Township ; 750.00 
Knight Township 150.00 

Perry Township 120.00 
Center Township 70.00 

ee Sree. Fa ie sca Retec 7.50 each 
ei Ee eS er ee No payment 


Total $1,405.00 monthly 
$16,860.00 annually 


PAYMENT FOR SERVICES 

For the in-hospital care rendered by physicians, the De- 
partment of Public Welfare and six of the eight township 
trustees make monthly token payments to the Vanderburgh 
County Medical Society; the two townships that make no pay- 
ment are too small and too poor to afford such payment. 
Table 2 shows the various monthly contributions; since Pigeon 
Township is the county’s largest and contains most of the 
county indigent, it contributes more to the society than all the 
other townships together. 

Private physicians who provide medical care to certified 
public assistance patients on home or office calls are paid by 
the welfare department according to a fee schedule agreed upon 
by the society’s committee on indigent medical care and the 
welfare department. In January, 1954, the welfare depart- 
ment will begin limiting calls, whether home or office, to 
three per month unless prior authorization is obtained. The 
township trustee engages the services of one white and two 


Negro physicians to provide home and office care for gen- 
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eral assistance clients. The white physician receives a saJary 
of $225 per month, while the Negro physicians are paid $3.00 
for each office call and $4.00 for‘a home call. Hospitals give 
no discounts for assistance patients but charge the Depart- 
ment of Public Welfare and the township trustees the full 
hospital rates for care rendered to indigent patients. Pharmacies 
also receive the full retail price for prescriptions; bills are 
presented monthly. 


COSTS AND FINANCIAL SUPPORT 


The expenditures of the Department of Public Welfare for 
the public assistance medical programs are given in table 3. 


TABLE 3.—Average Cost of Public Assistance Medical Care 
Per Month 


Per 
Cost Eligible Per 
Program per Mo. Client Recipient 
Old Age Assistance $19,377.98 $13.23 $30.37 
Aid to Dependent Children 2,571.42 7.84 19.19 
Aid to the Blind ‘ 413.86 5.75 15.33 


$22,363.26 $11.99 $27.99 


TABLE 4.—General Assistance Medical Costs Including 
Hospital Care, Pigeon Township, 1952 


Hospitalization $71,342.58 

Out-patient care 667.35 

Payment to medical society 9,000.00 
Estimated value, hospital staff care 35,000.00 


$81,009.98 
Es 5 ine Sid vn beatin ddewn tie 303 
a i i a a a oe i Ota 3,871 
Average stay 12.78 days 
Average cost per patient day 


In addition to these expenditures, the department also super- 
vises 72 children in foster homes; medical care for these 
children totaled $593.51 during the month of March, 1952. 
Pigeon Township provides approximately 80% of the general 
assistance care of the county; during 1952, 126 major opera- 
tions and 38 minor ones were performed for indigent resi- 
dents of the township under this program. The estimated value 
of medical services given by physicians to the indigent of all 
townships in the county during 1952 amounted to $45,000. 
The annual cost for medical care for assistance patients is 
shown in table 4. 

The costs of the public assistance program are met by the 
state, with matching federal grants up to a monthly maxi- 
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mum of $55.00; the Department of Public Welfare’s average 
assistance grant is less than this maximum. All funds neces- 
sary for medical care, in addition to those contributed by the 
state and federal governments, are provided by the state and 
county on a 60:40 ratio. Township funds to meet general 
assistance costs are raised by means of general property taxes. 


SUMMARY 


Vanderburgh County provides medical care for its indigent 
and medically indigent through a program based in part on 
contracts with the county medical society. Public and general 
assistance clients receive in-hospital care from staff physicians 
in return for a token monthly payment to the society; the 
payment is used to carry on society activities. All three of the 
county’s hospitals are utilized in the two programs, and hos- 
pitals are paid full rates for their services. Both programs 
also use the county’s 17 nursing homes and pay full retail 
prices for prescriptions, which may be filled at any pharmacy. 
The programs differ in nonhospital care: the welfare depart- 
ment’s clients may receive home and office care from any 
physician and the physician will be reimbursed according to 
a fee schedule prepared by the society and the welfare de- 
partment. The township trustees, who administer the general 
assistance program, provide home and office care through 
contract physicians. 

Public assistance clients n.ust be certified as eligible by the 
welfare department before they can receive care. However, 
in emergencies when the department is not open, the Phy- 
sicians and Nurses Exchange maintains an up-to-date list of 
welfare clients, so that physicians and hospitals can deter- 
mine whether care is authorized at any time of day or night. 
General assistance clients must depend for emergency care 
on the township physicians and the hospital emergency rooms. 
Medical aspects of the program are supervised by the county 
medical society’s indigent care committee, which helps work 
out fee schedules and approved drug lists, reviews and author- 
izes expensive procedures, and, through three subcommittees, 
helps keep down costs at the three hospitals. 

The program seems to be operating to the satisfaction of 
the county medical society and the welfare department; 90% 
of the society members are participating to some extent. How- 
ever, the township trustee is dissatisfied with the high cost 
of the program though not with the quality of care provided. 
The division of the county into eight townships, with each 
township responsible for its own indigent, causes some ad- 
ministrative shortcomings, such as the duplication of adminis- 
trative functions and the variance in the amount of funds 
available for care in contiguous townships. As the township 
trustee is an elected official, and the responsibility for general 
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assistance medical care is not spelled out in detail in the laws, 
a change in officials can give rise to some fluctuation in policy 
and services provided. An additional shortcoming in the town- 
ship program is the lack of freedom of choice of physicians. 
Much of the success of the program is due to the physicians’ 
interest in it. The society’s indigent care committee has met 
with cooperation and success in the devising of and use of fee 
schedules and approved drug lists, and all agencies involved 
cooperate in keeping costs of the programs to a minimum. 


Printed and Published in the United States of America 
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MEDICAL CARE FOR THE INDIGENT 


Part XII of a Study 
by the 
COUNCIL ON MEDICAL SERVICE 


Medical Care for the Indigent in New York State 


This is a study of medical services available to indigent and 
medically indigent residents of the state of New York. In 1950, 
the state had a population of 14,830,192, of whom 7,891,957 
were residents of New York City. The state is highly in- 
dustrialized and a wide variety of occupations are represented 
in its economy; agriculture employs a relatively small per- 
centage of the state’s population but is an important source of 
income in upstate New York. 


TABLE 1.—Assistance Recipients, May, 1953 


New York Remainder State 
Program City of State Total 


General assistance * (Home relief, veteran 
assistance) 19,070 75,090 
Public assistance * (total) 110,213 312,608t 
Old age assistance 58,923 111,333 
Aid to dependent children 45,126 164,712 
Assistance to the blind 1,477 4,321 
Aid to the disabled »D5E 9,687 $2,242 


* In New York, both local and federally aided programs are classified 
as ‘“‘Public Assistance’; in this report, however, the term refers only to 
the four federally aided programs, in order to maintain uniformity with 
previous studies in this series. 

t Includes 1,410 cases for hospitalization only; 2,635 for public home 
infirmary care only; 7,187 for hospitalization and assistance; and 811 for 
public home infirmary care and assistance. 


ELIGIBLE POPULATION 


Any person in the state who is demonstrably unable to 
meet the cost of needed medical services may obtain aid 
through his local welfare office. The comprehensive medical 
care program is, therefore, available to both those on assistance 
rolls and the medically indigent. Table 1 shows the number 
of clients receiving assistance from the various state programs 
during an average month. 


ADMINISTRATION 

New York’s indigent care plan is administered at the local 
level with what is primarily supervisory activity at the state 
level. The general format was developed through the coopera- 
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tion of the state welfare department, the state medical society, 
the local welfare authorities, and the local medical consultants; 
representatives of these groups continue to meet periodically 
as a joint committee to study and guide the program. The 
State’s Department of Social Welfare is administered by a 
15-member Board of Social Welfare appointed by the governor 
with the consent of the state senate. This board is chiefly a 
regulatory and advisory body; it establishes regulations for 
assistance administration, advises local welfare officers, ap- 
proves or disapproves the various local welfare plans, ad- 
ministers those welfare programs for which the state alone is 
responsible, distributes financial reimbursement as prescribed 
by law, and regulates inspections of such institutions as hos- 
pitals and nursing homes. Local welfare districts that have not 
yet devised their own approved medical care plans operate 
and receive reimbursement under the state welfare depart- 
ment’s general regulations, now in the process of revision. 
State supervision of these districts as well as of those that 
have plans is carried on through six area offices of the depart- 
ment. Much of the department’s advice and guidance is pro- 
vided by medical social workers from the headquarters and 
area offices who help local districts in evaluating social con- 
ditions, interpret medical policies, advise on difficult problems, 
and make continual studies of the medical welfare program 
with a view to improvements in care and administration. 

Feeling that comprehensive medical service includes health 
promotion, disease prevention, and early detection of illness, 
treatment, and rehabilitation, state authorities have maintained 
a close liaison between the health and welfare departments. 
Since April, 1952, an assistant health commissioner has been 
assigned to head the Bureau of Medical Care of the Depart- 
ment of Social Welfare; he remains a member of the health 
department with access to its personnel, records, facilities, and 
guidance but is administratively responsible to the Commis- 
sioner of Social Welfare. This health officer develops the 
policies and procedures for the local welfare districts and 
assists them in developing their medical services; devises the 
standards by which the welfare department supervises and 
certifies hospitals, dispensaries, nursing homes, public homes, 
and private agencies; and coordinates state services to provide 
better care for the indigent. The Bureau of Medical Care, as 
an aid to local programs, allows the use of resources outside 
the particular district or outside the state to provide care 
when the individual case requires it and adequate local facilities 
are unavailable. The health officer also supervises the medical 
activities of the Commission for the Blind, the department's 
four training schools, the aged veterans’ home, and the school 
for Indian children. 

Legal responsibility for providing assistance to needy resi- 
dents or transients is placed upon the 66 local public welfare 
districts. Eight of these are city districts (New York, Middle- 
town, Oswego, Poughkeepsie, Auburn, Jamestown, Bingham- 
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ton, and Newburgh), one is a town district, and the remaining 
57 are county districts. County welfare districts may be ad- 
ministered on a county basis with service officers in the towns 
providing for emergency cases and giving information but 
with all other assistance applications forwarded to the county 
office; in the county-town system, town welfare officers can 
authorize and grant general assistance, including medical care, 
but public assistance applications must be referred to the 
county office. Cities included in county units may have the 
same type of administrative set-up as these towns. The wel- 
fare district is administered by a commissioner who determines 
the program of public assistance, including medical care, for 
his district, submits it to the state welfare department for 
approval, and is responsible for its operation once approved. 
The total assistance plan for a district must fulfill the follow- 
ing requirements: It must provide prompt access to benefits 
by applicants and recipients of assistance, standards of assist- 
ance and care, maintenance of adequate office facilities, and 
full-time service in those towns where home relief is a town 
charge. Needed services and assistance must be assured to those 
eligible without regard to the rate of reimbursement by the 
state, and the plan must include a description of the methods 
used in administering assistance in the district’s towns and 
cities. 

To achieve high quality medical care and a maximum of 
local autonomy in the medical part of these programs, five 
elements are considered essential: (1) definition and statement 
of scope of plan; (2) medical and social coordination; (3) 
medical and fiscal records; (4) integration with community 
medical and health resources, and (5) local medical direction 
and administration. Specific details vary from district to dis- 
trict, but, in general, the following methods are utilized to 
achieve these goals. A written statement is prepared by mutual 
agreement between welfare officers and medical personnel 
defining all phases of the medical program; medical needs are 
determined by physicians and the financial eligibility of appli- 
cants is determined by social workers, with joint planning 
when necessary. Complete records, both medical and financial, 
are kept for each patient as well as cost records by the type 
of service. The local welfare department keeps an inventory 
of all health facilities available for the community, whether 
federal, state, or local, so that all may be utilized; in estab- 
lishing the program, the welfare commissioner meets with rep- 
resentatives of the medical and allied professions in the district 
and works out a plan to suit local conditions. When the 
plan has been approved by the state, a licensed physician is 
appointed as a medica! consultant to direct the medical aspects 
of the plan, after consultation with the local medical society 
concerning his qualifications for the position. He establishes 
properly staffed central medical units to handle and refer all 
requests for medical care. Through this close cooperation be- 
tween local medical and welfare authorities, all available facili- 
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ties are fully utilized, specific problems are equitably settled, 
and the program reflects and serves the needs of the particular 
community. (For a more detailed study of one of these local 
plans, consult the first report in this series, Erie County (Buf- 
falo), New York, in the May 10, 1952, issue of THe JouRNAL, 
pages 188-191). 
SERVICES AVAILABLE 

The state Board of Social Welfare officially defines medical 
care for the indigent in the following terms: “. . . necessary 
preventive, diagnostic, corrective and curative service and sup- 
plies essential thereto, provided by qualified . . . personnel 
. . . for conditions . . . that cause suffering, endanger life, 
result in illness or infirmity, interfere with his capacity for 
normal activities, or threaten some significant handicap.” The 
local welfare districts, therefore, are required to provide a 
comprehensive program of medical services for assistance 
clients. Services generally available include physicians’ care in 
home, office, and hospital by both general practitioners and 
specialists, all hospital services, nursing home and clinic serv- 
ices, home nursing and housekeeping services, ambulance serv- 
ice, laboratory facilities, drugs and appliances, eyeglasses, 
physiotherapy, and radium therapy. In general, it may be said 
that the indigent have available all medical services available 
in the welfare district. In most districts, the client has free 
choice of any physician in the community, although in two 
districts salaried physicians care for welfare cases. There are 
few limitations on service or on the professional personnel 


eligible to provide them; no limit is placed on hospital services, 
although all drugs must be prescribed by the attending phy- 
sician. 


PROVIDERS OF SERVICE 


Any doctor of medicine or of osteopathy may participate 
in this program provided he is licensed by the state of New 
York to practice. Thus, with the exception of the two districts 
noted in which salaried physicians care for the indigent and 
a few in which the client must choose from a panel of co- 
operating physicians, there is almost unlimited freedom of 
choice of physician for the indigent patient. Specialist pro- 
cedures may be undertaken by men recognized as specialists 
by their respective specialty boards or by physicians designated 
as specialists according to welfare department or workmen’s 
compensation regulations. Any hospital may participate in the 
program if it meets the standards set by the American Col- 
lege of Surgeons and is certified periodically by the state 
welfare department; standards for participating nursing and 
convalescent homes have been established by the department. 
Any other professional personnel, including pharmacists and 
registered or practical nurses who are licensed by the state, 
may participate in the program; nursing care is provided by 
local private nurses, the Visiting Nurses’ Association, and, in 
some cases, public healih nurses. Thus, the indigent patient 
has available almost the entire range of medical personnel 
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and facilities in the state, including some 459 hospitals, 88 
dispensaries, 800 nursing homes, and 58 public homes certified 
by the welfare department. 


PAYMENT FOR SERVICES 


The state welfare department with the cooperation of the 
state medical society has devised a fee schedule for physicians’ 
home and office calls and diagnostic and therapeutic pro- 
cedures; if a local district pays the physician more than this 
schedule, the excess is not reimbursable from state funds. A 
general practitioner receives $2.00 for office calls and $3.00 
for visits to the patient’s home, nursing homes, boarding 
homes, private homes for the aged, and institutions for the 
blind. A specialist receives $5.00 for initial calls, whether in 
his own office, the patient’s home, or an institution; follow-up 
calls are $3.00 at the physician’s office and $4.00 at the home 
or institution. General practitioners receive $2.00 for hospital 
visits and specialists receive $5.00 for initial hospital visits; 
however, if patients not on the assistance rolls receive free 
medical service at a particular hospital, no payment will be 
made to physicians for treatment of staff cases at that hos- 
pital. For night calls $1.00 is added to the fee and there is 
a mileage allowance of 35¢ per mile. Surgical procedures are 
reimbursed according to a correspondingly detailed fee sched- 
ule, which includes fees for surgical assistants. 

Hospitals are reimbursed according to a flat per diem rate 
covering all hospital services. The method used to determine 
the maximum per diem rate was devised with the cooperation 
of the state hospital association and several agencies con- 
cerned with purchasing hospital care. Each hospital submits 
annual financial and statistical reports to the state welfare de- 
partment. These figures are adjusted to eliminate items not 
directly related to inpatient care, such as depreciation on equip- 
ment and buildings; from the adjusted figures, each hospital’s 
cost of operation per patient-day is calculated. When the hos- 
pital has ward beds only or private and semiprivate accom- 
modations only, a further adjustment is made to approximate 
more closely the per diem cost of ward care. For the purpose 
of computing hospital rates, the state has been divided into 
regions, and hospitals in a given region are grouped by the 
number of beds—less than 50, 50 to 199, and 200 or more. 
Adjusted per diem costs for all hospitals of a given size in 
a region are averaged; per diem payment to an individual 
hospital may not exceed the average cost for its group by 
more than 10%. Laboratory services are reimbursed accord- 
ing to a detailed fee schedule as are prescriptions for eye- 
glasses. Payment for home nursing services is made according 
to local rates. Payment for drugs is made according to a 
formula based on the wholesale cost of drug and container: 
when this totals $1.00 or less, the payment is the wholesale 
cost plus % with a 50¢ minimum; when this is over $1.00, 
the payment is the wholesale cost plus 4%. Payment for com- 
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pounded prescriptions is based on a comprehensive fee sched- 
ule, and “over the counter” drugs are reimbursable at retail 
prices. Sick room supplies are reimbursed at cost plus 50%. 


COSTS AND FINANCIAL SUPPORT 


Under a new welfare formula, inaugurated Jan. 1, 1954, the 
state shares in the cost of all welfare programs authorized 
by the state social welfare laws; federal aid grants for public 
assistance are allocated to the local districts and all remaining 
costs of authorized welfare programs are shared equally by 
state and locality. This provides state support for the care of 
the following groups, previously local charges only: wards of 
city or county welfare departments, indigents in public homes, 
public home infirmaries, and municipal lodging houses and 
shelters, hospitalized home relief clients, and children under 
foster care. The previous formula called for 80% underwrit- 
ing of costs by the state for the home relief program; the 
new rate of contribution is 50%. However, the state will pay 
80% of costs for the number of home relief clients in excess 
of 1% of the district’s population, if these clients should 
exceed this number. The formula for support of the state tuber- 
culosis program has also been revised, and state support for 
the medical care involved has been increased. 

The following table shows the expenditure for each of the 
assistance programs during 1952 and the source of the funds 
utilized. 

TABLE 2.—1952 Assistance Costs 


Source of Funds 


Program Federal State Local 


General assistance 
(Home relief) $33,386,420 $ 7,918,520 


Public assistance 197,582,159 84,222,345 72,162,068 41,197,746 
Old age assistance 91,732,076 40,022,082 31,898,960 19,811,034 
Aid to dependent 

children 74,597,625 $1,562,918 28,367 ,983 14,666,724 
Assistance to blind 3,865,315 1,546,246 1,470,802 848,267 
Aid to disabled.......... 27,887,143 11,091,099 10,424,823 6,871,721 


Totals $84,222,345 $105,548,488 $49,116,266 


The amount of assistance expenditures in New York reached 
a peak in 1950 and decreased slightly in 1951 and 1952; how- 
ever, the percent of total assistance costs and the amount 
expended for medical services have increased steadily since 
1947. In that year, about seven million dollars were spent 
on medical services, approximately 4.2% of total costs; in 
1952, medical costs reached 23.5 million dollars, 10.1% of the 
total. About two-thirds of the medical expenditures annually 
are for hospital services, while the remaining one-third pro- 
vides professional services, drugs, and other medical items. 
In 1952, approximately $40.21 was spent for hospital services 
per eligible assistance client and $20.47 for other medical 
services. 
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MEDICAL SOCIETY RELATIONSHIP 


The Medical Society of the State of New York has appointed 
a special liaison committee to meet with the state welfare 
department; the committee assists in improving medical care 
for welfare clients and interprets the welfare policies to the 
medical profession. The total program has had the aid and 
cooperation of the medical society, both in devising the most 
efficient methods of utilizing medical personnel and facilities 
and in obtaining the support of the individual physician. The 
degree of participation by local county medical societies, of 
course, varies from district to district. The most successful 
programs seem to be those in which county societies have 
become interested and active participants. The fact that medi- 
cal care provided in these local programs must be under the 
supervision of a physician in itself fosters cooperation with 
local medical societies. Some societies have established medical 
care advisory committees that work with the welfare depart- 
ment and the medical supervisor, advising on specific problems, 
the formulation of medical care policy, and the utilization 
of all local health facilities, and interpreting the program to 
the society members. Such committees frequently also serve to 
review complaints and control abuses of the program. In 
general, the medical societies seem to be active and interested 
participants in the indigent care programs throughout the state. 


SUMMARY 


The New York: state indigent care program is locally ad- 
ministered through city, county, and town welfare districts; 
each district devises its own plan of care and the state wel- 
fare department acts primarily in a supervisory capacity. All 
plans, however, must meet certain requirements of the state 
welfare authorities so that, in general, the plans provide 
approximately the same benefits. All assistance clients are 
eligible for the same medical services, and medically indigent 
citizens of a welfare district are eligible for the same benefits 
as those on the assistance rolls. Since the plans attempt to 
utilize all suitable medical facilities and personnel in the dis- 
trict, it may be said that welfare clients have available the 
same type of medical care as nonindigent residents of the 
community. Two districts employ salaried physicians to care 
for the welfare clients and several have panels of participat- 
ing physicians; aside from these, however, most plans allow 
the client complete freedom of choice of physician. Any 
facility may be used that meets the standards of the state 
welfare department and every medical service will be provided 
that the physican deems medically necessary; the plans utilize 
general practitioners and specialists and provide care in the 
patient’s home, the doctor’s office, the hospital, and in clinics, 
nursing homes, and convalescent homes. Home nursing is pro- 
vided when necessary. Physicians are ordinarily paid accord- 
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ing to detailed fee schedules, state reimbursement to local 
districts being based on a state-wide schedule established in 
cooperation with the state medical association. Hospitals are 
paid a flat rate per diem covering all services, which is based 
on the cost of actual operation of the individual hospital and 
of other hospitals of the same size located in the same region 
of the state. Beginning Jan. 1, 1954, the state will share in 
the costs of all welfare programs authorized by the state’s 
social welfare laws, including local general assistance programs. 

The administrative structure permits maintenance of uni- 
form standards of eligibility and services yet leaves local or- 
ganization flexible so that the district may devise a plan to 
meet its own individual needs and to make full use of its 
own medical facilities. The plan seems effective in providing 
good medical care, suited to local conditions, with a minimum 
of governmental “red tape.” 





COUNCIL ON MEDICAL SERVICE 


This is the 12th in a series of studies made by the committee on 
indigent care of the council on medical service concerning local 
plans for medical care of the indigent. A general introduction to 
the series and the first of the committee’s studies (Erie County, 
N. Y.) appeared in the May 10, 1952, issue of the Journal, pages 
188-191. The 11th study (Vanderburgh County, Ind.) appeared in 
the January 2, 1954, issue of the Journal, pages 83-84. 


MEDICAL CARE FOR THE INDIGENT IN NEW YorK STATE 


This is a study of medical services available to indigent and medically indigent 
residents of the State of New York. In 1950, the State had a population of 
14,830,192, of whom 7,891,957 were residents of New York City. The State is 
highly industrialized and a wide variety of occupations are represented in its 
economy ; agriculture employs a relatively small percentage of the State's popu- 
lation but is an important source of income in upstate New York. 


ELIGIBLE POPULATION 


Any person in the State who is demonstrably unable to meet the cost of needed 
medical services may obtain aid through his local welfare office. The compre- 
hensive medical care program is, therefore, available to both those on assistance 
rolls and the medically indigent. Table 1 shows the number of clients receiving 
assistance from the various State programs during an average month. 


TABLE 1.—AS8sistance recipients, May 1953 


New York Remainder 


Program City | of State State total 
General assistance ! (home relief, veteran assistance) 56, 020 19, 070 75, 090 
Public assistance ! (total) 202, 395 § 110, 213 | 2 612, 608 
Old-age assistance 5/7, 410 | 53, 923 111, 333 
Aid to dependent children 119, 586 45, 126 | 164, 712 
Assistance to the blind 2, 844 1,477 | 4, 321 
Aid to the disabled 22, 555 9, 687 | 32, 242 


1 In New York, both local and federally aided programs are classified as ‘‘public assistance’’; in this 
report, however, the term refers only to the 4 federally aided programs, in order to maintain uniformity 
with previous studies in this series. 

2 Includes 1,410 cases for hospitalization only; 2,635 for public home infirmary care only; 7,187 for hos- 
pitalization and assistance; and 811 for public home infirmary care and assistance 


ADMINISTRATION 


New York’s indigent care plan is administered at the local level with what is 
primarily supervisory activity at the State level. The general format was 
developed through the cooperation of the State welfare department, the State 
medical society, the local welfare authorities, and the local medical consultants ; 
representatives of these groups continue to meet periodically as a joint committee 
to study and guide the program. The State’s department of social welfare is 
administered by a 15-member board of social welfare appointed by the Governor 
with the consent of the State Senate. This board is chiefly a regulatory and 
advisory body; it establishes regulations for assistance administration, advises 
local welfare officers, approves or disapproves the various local welfare plans, 
administers those welfare programs for which the State alone is responsible, 
distributes financial reimbursement as prescribed by law, and regulates inspec- 
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tions of such institutions as hospitals and nursing homes. Local welfare dis- 
tricts that have not yet devised their own approved medical care plans operate 
and receive reimbursement under the State welfare department’s general regula- 
tion, now in the process of revision. State supervision of these districts as well 
as of those that have plans is carried on through six area offices of the depart- 
ment. Much of the department’s advice and guidance is provided by medical 
social workers from the headquarters and area offices who help local districts 
in evaluating social conditions, interpret medical policies, advise on difficult 
problems, and make continual studies of the medical welfare program with a 
view to improvements in care and administration. 

Feeling that comprehensive medical service includes health promotion, disease 
prevention, and early detection of illness, treatment, and rehabilitation, State 
authorities have maintained a close liaison between the health and welfare 
departments. Since April 1952 an assistant health commissioner has been 
assigned to head the bureau of medical care of the department of social welfare; 
he remains a member of the health department with access to its personnel, rec- 
ords, facilities, and guidance but is administratively responsible to the commis- 
sioner of social welfare. This health officer develops the policies and procedures 
for the local welfare districts and assists them in developing their medical serv- 
ices; devises the standards by which the welfare department supervises and 
certifies hospitals, dispensaries, nursing homes, public homes, and private 
agencies ; and coordinates State services to provide better care for the indigent. 
The bureau of medical care, as an aid to local programs, allows the use of 
resources outside the particular district or outside the State to provide care when 
the individual case requires it and adequate local facilities are unavailable. 
The health officer also supervises the medical activities of the commission for 
the blind, the department’s four training schools, the aged veterans’ home, and 
the school for Indian children. 

Legal responsibility for providing assistance to needy residents or transients 
is placed upon the 66 local public welfare districts. Eight of these are city 
districts (New York, Middletown, Oswego, Poughkeepsie, Auburn, Jamestown, 
Binghamton, and Newburgh), 1 is a town district, and the remaining 57 are 
county districts. County welfare districts may be administered on a county 
basis with service officers in the towns providing for emergency cases and giv- 
ing information but with all other assistance applications forwarded to the 
county office ; in the county-town system, town welfare officers can authorize and 
grant general assistance, including medical care, but public assistance appli- 
cations must be referred to the county office. Cities included in county units may 
have the same type of administrative setup as these towns. The welfare dis- 
trict is administered by a commissioner who determines the program of public 
assistance, including medical care, for his district, submits it to the State welfare 
department fer approval, and is responsible for its operation once approved. 
The total assistance plan for a district must fulfill the following requirements: 
It must provide prompt access to benefits by applicants and recipients of assist- 
ance, standards of assistance and care, maintenance of adequate office facili- 
ties, and full-time service in those towns where home relief is a town charge. 
Needed services and assistance must be assured to those eligible without regard 
to the rate of reimbursement by the State, and the plan must include a descrip 
tion of the methods used in administering assistance in the district’s towns and 
cities. 

To achieve high quality medical care and a maximum of local autonomy in the 
medical part of these programs, five elements are considered essential: (1) 
definition and statement of scope and plan; (2) medical and social coordina- 
tion; (3) medical and fiscal records; (4) integration with community medical 
and health resources, and (5) local medical direction and administration. 
Specific details vary from district to district, but, in general, the following 
methods are utilized to achieve these goals. A written statement is prepared 
by mutual agreement between welfare officers and medical personnel defining 
all phases of the medical program ; medical needs are determined by physicians 
and the financial eligibility of applicants is determined by social workers, with 
joint planning when necessary. Complete records, both medical and financial, 
are kept for each patient as well as cost records by the type of service. The lo- 
cal welfare department keeps an inventory of all health facilities available for the 
community, whether Federal, State, or local, so that all may be utilized; in 
establishing the program, the welfare commissioner meets with representatives 
of the medical and allied professions in the district and works out a plan to suit 
local conditions. When the plan has been approved by the State, a licensed 





-_ T --. 





i OT attain 


a er Rt 


apace IEE SBE i BC = 





PRESIDENT’S HEALTH RECOMMENDATIONS 793 


physician is appointed as a medical consultant to direct the medical aspects 
of the plan, after consultation with the local medical society concerning his 
qualifications for the position. He establishes properly staffed central medical 
units to handle and refer all requests for medical care. Through this close 
cooperation between local medical and welfare authorities, all available facili- 
ties are fully utilized, specific problems are equitably settled, and the program 
reflects and serves the needs of the particular community. (For a more detailed 
study of one of these local plans, consult the first report in this series, Erie 
County (Buffalo), N. Y., in the May 10, 1952, issue of the Journal, pp. 188-191.) 


SERVICES AVAILABLE 


The State board of social welfare officially defines medical care for the indigent 
in the following terms: “* * * necessary preventive, diagnostic, corrective, and 
curative service, and supplies essential thereto, provided by qualified * * * 
personnel * * * for conditions * * * that cause suffering, endanger life, result 
in illness or infirmity, interfere with his capacity for normal activities, or threaten 
some significant handicap.” The local welfare districts, therefore, are required 
to provide a comprehensive program of medical services for assistance clients. 
Services generally available include physicians’ care in home, office, and hospital 
by both general practitioners and specialists, all hospital services, nursing home 
and clinic services, home nursing and housekeeping services, ambulance service, 
laboratory facilities, drugs and appliances, eyeglasses, physiotherapy, and radium 
therapy. In general, it may be said that the indigent have available all medical 
services available in the welfare district. In most districts, the client has free 
choice of any physician in the community, although in two districts salaried 
physicians care for welfare cases. There are few limitations on service or on 
the professional personnel eligible to provide them; no limit is placed on hospital 
services, although all drugs must be prescribed by the attending physician. 


PROVIDERS OF SERVICE 


Any doctor of medicine or of osteopathy may participate in this program pro- 
vided he is licensed by the State of New York to practice. Thus, with the ex- 
ception of the two districts noted in which salaried physicians care for the in- 
digent and a few in which the client must choose from a panel of cooperating 
physicians, there is almost unlimited freedom of choice of physician for the 
indigent patient. Specialist procedures may be undertaken by men recognized 
as specialists by their respective specialty boards or by physicians designated 
as specialists according to welfare department or workmen’s compensation regu- 
lations. Any hospital may participate in the program if it meets the standards 
set by the American College of Surgeons and is certified periodically by the State 
welfare department ; standards for participating nursing and convalescent homes 
have been established by the department. Any other professional personnel, in- 
cluding pharmacists and registered or practical nurses who are licensed by the 
State, may participate in the program ; nursing care is provided by local private 
nurses, the Visiting Nurses’ Association, and, in some cases, public health nurses. 
Thus, the indigent patient has available almost the entire range of medical per- 
sonnel and facilities in the State, including some 459 hospitals, 88 dispensaries, 
800 nursing homes, and 58 public homes certified by the welfare department. 


PAYMENT FOR SERVICES 


The State welfare department with the cooperation of the State medical society 
has devised a fee schedule for physicians’ home and office calls and diagnostic and 
therapeutic procedures; if a local district pays the physician more than this 
schedule, the excess is not reimbursable from State funds. A general practioner 
receives $2 for office calls and $3 for visits to the patient’s home, nursing homes, 
boarding homes, private homes for the aged, and institutions for the blind. A 
specialist receives $5 for initial calls, whether in his own office, the patient's 
home, or an institution ; followup calls are $3 at the physician’s office and $4 at 
the home or institution. General practitioners receive $2 for hospital visits and 
specialists receive $5 for initial hospital visits; however, if patients not on the 
assistance rolls receive free medical service at a particular hospital, no payment 
will be made to physicians for treatment of staff cases at that hospital. For 
night calls $1 is added to the fee and there is a mileage allowance of 35 cents 
per mile. Surgical procedures are reimbursed according to a correspondingly 
detailed fee schedule, which includes fees for surgical assistants. 
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Hospitals are reimbursed according to a flat per diem rate covering all hospital 
services. The method used to determine the maximum per diem rate was devised 
with the cooperation of the State hospital association and several agencies con- 
cerned with purchasing hospital care, Each hospital submits annual financial 
and statistical reports to the State welfare department. These figures are ad- 
justed to eliminate items not directly related to inpatient care, such as deprecia- 
tion on equipment and buildings: from the adjusted figures, each hospital's 
cost of operation per patient-day is calculated. When the hospital has ward 
beds only or private and semiprivate accommodations only, a further adjustment 
is made to approximate more closely the per diem cost of war care. For the 
purpose of computing hospital rates, the State has been divided into regions, 
and hospitals in a given region are grouped by the number of beds—less than 
50, 50 to 199, and 200 or more. Adjusted per diem costs for all hospitals of a 
given size in a region are averaged; per diem payment to an individual hospital 
may not exceed the average cost for its group by more than 10 percent. Labora- 
tory services are reimbursed according to a detailed fee schedule as are pre- 
scriptions for eyeglasses. Payment for home nursing services is made according 
to local rates. Payment for drugs is made according to a formula based on the 
wholesale cost of drug and container: when this totals $1 or less, the payment 
is the wholesale cost plus two-thirds with a 50-cent minimum; when this is over 
$1, the payment is the wholesale cost plus one-half. Payment for compounded 
prescriptions is based on a comprehensive fee schedule, and “over the counter” 
drugs are reimbursable at retail prices. Sick-room supplies are reimbursed at 
cost plus 50 percent. 


TABLE 2.—1952 assistance costs 


Source of funds 
Proeram xy Y - 


State Local 


General assistance (home relief $41, 304, 940 a * .| $33, 386, 420 $7, 918, 520 
Publie assistance ‘. 7,8 $84, 222, 345 72, 162, 068 41, 197, 746 
O'd-age assistance , 732, O7E 022, 082 31, 898, 960 19, 811, 034 
Aid to dependent children 74, 5 31, 562, 918 28, 367, 983 14, 666, 72 
Assistance to blind 4 t 3, 86. 5 , 546, 246 1, 470, 802 | 848, 267 
A id to disabled : 1, 091, 099 10, 424, 323 5, 871, 721 


Total Jowsceees 238, 887, 099 , 222, 345 105, 548, 488 49, 116, 266 


COSTS AND FINANCIAL SUPPORT 


Under a new welfare formula, inaugurated January 1, 1954, the State shares 
in the cost of all welfare programs authorized by the State social welfare laws: 
Federal aid grants for public assistance are allocated to the local districts and 
all remaining costs of outhorized welfare programs are shared equally by State 
and locality. This provides State support for the case of the following groups, 
previously local charges only; wards of city or county welfare departments, 
indigents in public homes, public-home infirmaries, and municipal lodging houses 
and shelters, hospitalized home-relief clients, and children under foster care. 
The previous formula called for 80 percent underwriting of costs by the State 
for the home-relief program; the new rate of contribution is 50 percent. How- 
ever, the State will pay 80 percent of costs for the number of home-relief clients 
in excess of 1 percent of the district’s population, if these clients should exceed 
this number. The formula for support of the State tuberculosis program has 
also been revised, and State support for the medical care involved has heen 
increased. 

The following table shows the expenditure for each of the assistance programs 
during 1952 and the source of the funds utilized. 

The amount of assistance expenditures in New York reached a peak in 1950 
and decreased slightly in 1951 and 1952; however, the percent of total assistance 
costs and the amount expended for medical services have increased steadily 
since 1947. In that year, about $7 million were spent on medical services, ap- 
proximately 4.2 percent of total costs ; in 1952, medical costs reached $23.5 million, 
10.1 percent of the total. About two-thirds of the medical expenditures annually 
are for hospital services, while the remaining one-third provides professional 








res 
WS: 
ind 
ate 
Ips, 
nts, 
ises 
ire 
ate 
ow 
nts 
‘eed 
has 
een 


ams 


L950 
ince 
dily 
ap- 
ion, 
ally 
ynal 





Re ak oceania taba tact 





sda 


PRESIDENT’S HEALTH RECOMMENDATIONS 795 


services, drugs, and other medical items. In 1952, approximately $40.21 was 
spent for hospital services per eligible assistance client and $20.47 for other medi- 
cal services. 

MEDICAL SOCIETY RELATIONSHIP 


The Medical Society of the State of New York has appointed a special liaison 
committee to meet with the State welfare department; the committee assists in 
improving medical care for welfare clients and interprets the welfare policies 
to the medical profession. The total program has had the aid and cooperation 
of the medical society, both in devising the most efficient methods of utilizing 
medical personnel and facilities and in obtaining the support of the individual 
physician. The degree of participation by local county medical societies, of 
course, varies from district to district. The most successful programs seem to 
those in which county societies have become interested and active participants 
The fact that medical care provided in these local programs must be under the 
supervision of a physician in itself fosters cooperation with local medical so- 
cieties. Some societies have established medical care advisory committees that 
work with the welfare department and the medical supervisor, advising on 
specific problems, the formulation of medical care policy, and the utilization of all 
local health facilities, and interpreting the program to the society members. 
Such committees frequently also serve to review complaints and control abuses 
of the program. In general, the medical societies seem to be active and inter- 
ested participants in the indigent care programs throughout the State. 


SUMMARY 


The New York State indigent care program is locally administered through 
city, county, and town welfare districts; each district devises its own plan of 
care and the State welfare department acts primarily in a supervisory capacity. 
All plans, however, must meet certain requirements of the State welfare author- 
ities so that, in general, the plans provide approximately the same benefits. All 
assistance clients are eligible for the same medical services, and medically in- 
digent citizens of a welfare district are eligible for the same benefits as those on 
the assistance rolls. Since the plans attempt to utilize all suitable medical faeil- 
ities and personnel in the district, it may be said that welfare clients have avail- 
able the same type of medical care as nonindigent residents of the community. 
Two districts employ salaried physicians to care for the welfare clients and 
several have panels of participating physicians; aside from these, however, most 
plans allow the client complete freedom of choice of physician. Any facility 
may be used that meets the standards of the State welfare department and 
every medical service will be provided that the physician deems medically neces 
sary; the plans utilize general practitioners and specialists and provide care in 
the patient’s homie, the doctor’s office, the hospital, and in clinics, nursing homes, 
and convalescent homes. Home nursing is provided when necessary. Physicians 
are ordinarily paid according to detailed fee schedules, State reimbursement to 
local districts being based on a statewide schedule established in cooperation 
with the State medical association. Hospitals are paid a flat rate per diem 
covering all services, which is based on the cost of actual operation of the in- 
dividual hospital and of other hospitals of the same size located in the same 
region of the State. Beginning January 1, 1954, the State will share in tWe costs 
of all welfare programs authorized by the State’s social welfare laws, including 
local general assistance programs. 

The administrative structure permits maintenance of uniform standards of 
eligibility and services yet leaves local organization flexible so that the district 
may devise a plan to meet its own individual needs and to make full use of its 
own medical facilities. The plan seems effective in providing good medical 
care suited to local conditions, with a minimum of governmental “redtape.” 


Dr. ArtMAN. Let me reiterate that we believe the sponsors of this 
proposal are deserving of commendation in attempting to spread vol- 
untary health insurance through private initiative. Nevertheless, it 
is the belief of the American Medical Association that the bill will 
not fulfill its intended purpose and may, in fact, inhibit the satisfac 
tory progress which is now being made by voluntary insurance com- 
panies. 
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In conclusion, let me again express my appreciation for myself and 
for the American Medical Association for permitting us to express 
our views on these proposals. 

Senator Purretyi. Doctor, I am sure we are both thinking along the 
same lines, trying to find answers, but you speak about this plan 
inhibiting the satisfactory progress now being made. I wonder if 
you would tell me in what way it would inhibit the progress. 

Dr. Attman. We gather that from the testimony of the insurance 
companies. 

Senator Purre.t. It is a voluntary plan, Doctor. They don’t have 
to join. If they want to explore these fields, they can do it without 
any help from the Government in this particular plan or without join- 
ing the plan. So, we are not inhibiting them from exploring it. They 
have the same freedom of movement in this field as they had before 
this proposed legislation was presented. They will have it assuming 
the legislation is passed. They will have the same freedom of move- 
ment. So, we are not inhibiting anybody in any way from exploring 
these fields of health. They can do as they did before this bill was 
proposed. 

Isn’t that true? 

Dr. Artman. The statement, as you make it, of course, is true; yes, 
but I believe, as it appears in some of the testimony of the insurance 
carriers, they were fearful it would inhibit the growth. 

Senator Purrety. It is, in a sense, a voluntary plan. They are free 
to join or not to join. They are free to pursue the path they previously 
pursued. They are free to make the same progress they were making, 
satisfactory or unsatisfactory, as you may wish to view it. 

It is hard for me to believe, Doctor, this inhibits them. 

Dr. Attman. The only way I see personally now is that while they 
are expanding, you know, as they have just recently started in this 
catastrophic business—— 

Senator Purreiy. Yes. 

Dr. ALLMAN (continuing). Now, with this Government insurance 
they may be a little fearful to go out and try their own feet if there 
is somebody that is going to get Government insurance and try some- 
thing even better with the reinsurance. As I say, with this reinsur- 
ance, some of them may try something which would be actuarially 
unsound. 

Senator Purrety. Of course, the plan must first be approved, Doc- 
tor, and secondly, there is an adanan of information as to the 
workability of the plan. The bill provides that, and the insurer is 
not guaranteed against loss. He is guaranteed only against 75 percent 
of his loss. 

Dr. Attman. That is correct. 

Senator Purrery. I don’t think these companies are going into 
fields wildly and suffer a 25-percent loss. It is hard for me to under- 
stand how this thing is going to prevent them doing what they are 
presently doing. 

Well, I have had your views and I thank you for them, Doctor. 

Have you any questions to ask, Senator Hill? 

Senator Hix. Doctor, I notice in the comment on the Hospital Sur- 
vey and Construction Act you state: 
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To summarize, we approve this proposal subject to the following amendments 
and recommendations : 


(1) That a purpose section be included and that such section be clearly writ- 
ten, particularly with regard to the possible matter of priorities; and 

2) That the terms used in the bill be defined more clearly, and that the re- 
lationship of such facilities to conventional hospitals tbe specified. 


Now, you spoke of the success of that act. Don’t you think nothing 
has contributed more to the success of the act than the fact that under 
the act, as written today, the determination of what hospitals should 
be built has been left to the individual States? 

Dr. AutMAN. Yes; that is perfectly all right. We agree with the 
act as presently written. 

Senator Hitt. Yes; I understand. 

Ev en though you see fit to establish certain priorities for certain 
facilities, such as suggested in the amendments to the act, you realize, 
of course, before you can build anything you have got to have some 
assurance as to maintenance of your hospital or your facility, and you 
have got to have a local sponsor, suasibedy who is going to put up 
the « ‘ost, in addition to what the Federal Government puts up. 

I wonder what your thought is about having flexibility still with 
your State authori ity so if funds for a certain category cannot be used 
and will not be used due to the fact there are no sponsors, or due to 
the fact there can be no assurances as to any maintenance, those funds 
might be used for other construction of hospitals. 

Dr. Attman. That is perfectly all right. That would be all right, 
sir. 

Senator Hm, Wouldn't that be in keeping with the act as written 
today, and don’t you agree that nothing perhaps has contributed more 
to the act, to the success of the act, than the fact that the decisions 
have been left to the States and those decisions have not been made in 
Washington ? 

Do you agree on that? 

Dr. ALLMAN. Yes. 

You are talking about the Hill-Burton Act? 

Senator Hitz. That is right. 

Dr. AttmaAn. That is what we are in back of a hundred percent, 
and we want this bill to be written in the same language, if possible. 

Senator Hux. Yes; I see. Good. 

I want to say I just had to go to another committee first this morn- 
ing. I am sorry I missed part of your testimony. I shall read all of 
it most carefully, and I have read some of it. 

I notice you express some concern about the diagnostic and treat- 
ment centers. You feel that language, as written tod: ay, is too vague 
and ambiguous ? 

Dr. Attman. That is correct, sir; yes. 

Senator Hix. You stated: 

It is not clear whether a diagnostic or treatment center will include an in- 
dividual physician’s office, a group clinic, operated by physicians, or any hospital. 

Would you care to state at this time or supply for the record—maybe 
you cov ered it in your statement; I haven’t had a chance to examine 
it as closely as I will—just how far you think any provisions with 
reference to diagnostic and treatment centers should go? 

Dr. Autman. If we may, I would like to supply that in writing 
later for the record. 
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Senator Hm. All right. 

Mr. Chairman, may we have that for the record ! 

Mr. Purret. It is so ordered. 

Senator Hux. In other words, the opinion of the Doctor—the 
American Medical Association—just however he thinks, within what 
limits he thinks, the provision for diagnostic and treatment centers 
should go. 

Dr. Attman. That is rather important, and we would like a little 
time to think it out, if you don’t mind, and supply it. 

Senator Hitz. Very well. 

Is it all right to have that, Mr. Chairman, for the record ? 

Senator Purrett. Very well. So ordered. 

(The information submitted by Dr. Allman appears at p. 679.) 

Senator Purret,. Would you mind if I ask a question? 

Senator Hizz. Oh, go right ahead. 

Senator Purrent. I didn’t want to interrupt the Senator’s ques- 
tioning. 

Doctor, we have had some testimony here in which it was suggested, 
I believe, depending upon my memory, that perhaps these centers 
might be provided and then leased. What do you think of that, or 
do you wish to comment on it later? 

Dr. Atrman. I would like to comment on that later, sir, if I might. 

(The comment furnished by Dr. Allman appears at p. 679.) 

Senator Hiii. I wish you would— 

Excuse me. Are you through, Mr. Chairman? 

Senator Purrety. Yes; I am through, Senator. 

Senator Hm. I wish you would think this through carefully, 
as to how far you think we ought to go as far as these centers are con- 
cerned. 

As I conceive it, every doctor’s office today is a diagnostic and treat- 
ment center. 

Isn’t that true? 

Dr. AttMAN. That is correct, sir. 

Senator Hitz. The first thing the doctor does is diagnose the case 
and then proceed to try and treat the case; isn’t that right? 

Dr. AttMAN. That is correct, sir. 

Senator H1ii. So, how far should we go now in designing or estab- 
lishing or setting up diagnostic and treatment centers ? 

Dr. Artman. That will be supplied, sir. 

(See letter, p. 679.) 

Senator Hix. I think it is very important we have your views on 
that. 

Dr. AttMan. We think it is important. 

Senator Him. The Chairman has suggested, or someone suggested, 
that the Government provide these centers, which means the buildings, 
and lease them to doctors. Where would that lead you? 

Dr. AuitMAN. That is the reason we think it should be very clearly 
set forth. 

Senator Hix. It should be very clearly set forth. 

Dr. AuumMan. And we will be very happy to supply our opinion in 
that matter. 

Senator Purretit. May I suggest, Doctor, when you do render 
that report, you might want to cover this question of establishing 
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these centers in areas presently, of course, lacking them as an induce- 
ment perhaps for doctors to come there and settle. To what extent it 
would be an inducement, I think, would be important. 

Dr. ALLMAN. Yes. 

Senator Purrett. Because we do have that problem, you know, of 
the distribution of doctors geographically. 

Dr. AttMAN. We will cover that. 

(See letter, p. 679.) 

Senator Hitt. Let me ask you one other question: Would you think 
the need for these diagnostic and treatment centers would vary from 
State to State? 

Dr. AtuMAN. Yes, sir. 

Senator Hitt. Therefore, don’t you think the basic decision as to 
these centers should be in your State authorities ? 

Dr. ALLMAN. Yes, sir. 

Senator Hix... You do? 

Dr. ALLMAN. Yes, sir. 

Senator Hiri. Thank you, sir. 

Senator Purrett. Do you have any more questions, Senator ¢ 

Senator Hitx. No; I think not. 

Senator Purretit. Senator Lehman. 

Senator Lenmay. I, unfortunately, had to go to another meeting, 
too. I shall certainly read and consider your statement with very 
great care. 

I want to say, Mr. Chairman, I will be particularly interested in 
reading and studying the plans which Dr. Allman has promised to 
place in the record, plans of the American Medical Association, for 
the purpose of increasing the coverage of voluntary plans, both quali- 
tatively and quantitatively. 

I have never seen any of those plans by the American Medical 
Association. 

A few years ago when I was chairman of this committee I had a 
great many talks with officers of the American Medical Association 
and urged them to submit the plans; but, unfortunately, I never 
received them. 

Senator Purreiy. Well, the doctor has assured us—— 

Senator Leumayn. I hope they will be forthcoming. 

Senator Purrert. The doctor has assured us they will be submitted, 
and these plans, such as they have, will become a part of the record, 

Mr. Martin. That is indigent-care plans. 

Senator Purteti. What is that? 

Dr. Attman. Indigent-care plans. 

Mr. Martin. The indigent care plans. 

Senator Purreii. And there are other things you indicated in your 
testimony you would elaborate upon at some subsequent time. 

Senator Lenman. I notice you are not taking any position at this 
time with regard to vocational rehabilitation. Is it your intention 
to take a position some other time on that bill? 

Dr. AttMAN. As soon as we get sufficient facts, some of which we 
do not have at this time. 

Senator Hix. You will supply that for the record, Doctor? 

Dr. Avttman. Yes, sir. 

(See letter, p. 679.) 
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Senator Purretx. Are there any other questions? 
Senator Lenman. No. 
Senator Purrers. I want to thank you, Doctor, for coming, and 
thank you, too, sir, for being here to help us. 

Dr. Attman. Thank you, gentlemen, very much. 

Senator Purrert. Our next witness will be Mr. William Wandel, 
associate director of research for the Farm Bureau Insurance Com- 
panies of Columbus, Ohio. 

Senator Lenman. Mr, Chairman, may I make one suggestion be- 
fore Dr. Allman leaves? 

Senator Purrety. Yes, Senator. 

Senator Leuman. If I may make this suggestion, it would be help- 
ful to this committee, I know, if, instead of sending volumes of ma- 
terial covering studies by the American Medical Association, you 
would give us in a concise and concrete way your own suggestions 
as to the things that could be undertaken to increase the coverage. 

Dr. Attman. Yes, sir. It will not be volumes. I know what it is 
to get volumes. 

Senator Purrei.. There will be two things—those things that can 
be done or those things you are presently engaged in or have plans 
for doing; is that correct ! 

Dr. AtuMaANn. That is correct, sir. 

Senator Purren.. Mr. Wandel. 

Mr. Wanpe-. If it is agreeable to you, I will simply read the state- 
ment. It is a brief one. 

Senator Purrett. You may proceed in any way you wish. 


STATEMENT OF WILLIAM WANDEL, ASSOCIATE DIRECTOR OF 
RESEARCH FOR THE FARM BUREAU INSURANCE COMPANIES OF 
COLUMBUS, OHIO 


Mr. Wanpet. Thank you. 

I am William Wandel, associate director of research for the Farm 
Bureau Insurance Companies of Columbus, Ohio. 

ports aps I should explain those companies are a group of three: 
The Farm Bureau Mutual Automobile Insurance Co.; the Farm Bu- 
reau Mutual Fire Insurance Co.; and the Farm Bureau Life Insur- 
ance Co. 

I represent only those companies, and I will not undertake to com- 
ment on all the bills before you which are related to the President’s 
health program but will speak only of Senate 3114 which provides 
for a Federal plan of reinsuring health-insurance plans of private 


insurance carriers. To quote from a statement made by Secretary 
Hobby : 


This bill has as its objective the stimulation of voluntary health-insurance 
plans to do a more effective job in providing protection for our people against 
the mounting costs of medical and hospital care * * * 

The course which the President has proposed is to build on the system of 
private health-insurance plans, which has developed at an amazing rate. 

The President's state of the Union address and his special message of January 
18 on the health needs of the Nation recommended establishing a limited Fed- 
eral reinsurance service to foster the growth of health prepayment plans. 


I am sure that this committee has available to it the considerable 
volume of information which has been collected regarding medical 
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care costs, the number of individuals now covered by various forms 
of insurance against these costs, the relationship of insurance pay- 
ments to medical care expenditures, the elements of those costs, and 
the characteristics of those persons not now protected by insurance. 

It is evident that tremendous progress has been and is being made in 
the extension of insurance protection. This progress testifies to both 
the willingness and effectiveness of private efforts to render insurance 
services to more people and to compensate for broader categories of 
medical costs. This has been the experience generally and of our own 
companies in particular. 

To strengthen the point, I need only refer to the extension, within 
the last few years, of protection against so-called major or catastrophic 
medical care costs, over and above basic hospital and surgical coverage, 
the raising of the reimburseable limits of hospital costs, the increased 
degree to which so-called miscellaneous nanan costs are covered, 
the addition of coverage for diagnostic and other medical services not 
rendered in hospitals, the extension of coverage to retired workers 
previously covered by group policies, and to workers in establishments 
having only a few employees, and to dependents. 

There are a number of problems which inhibit the growth of health 
insurance. One is that of uncertain costs due to changes in the level 
of costs for services, to changing methods for rendering medical 
services, and to broadened concepts of what properly is included 
within any particular category of service. Associated with this prob- 
lem is the fact that insurance coverage itself has the effect of increas- 
ing the utilization of medical and hospital services. 

The Health Information Foundation Survey of Medical Costs and 
Voluntary Health Insurance showed that hospital admissions per 100 
people in rural farm areas was 17 for those insured and only 9 for 
those uninsured. In families with surgical insurance, all areas, the 
number of surgical procedures is 7 per 100 persons, and in families 
without surgical insurance it is 4 per 100. 

Another problem is that of making protection available, on attrac- 
tive terms, to individuals who cannot be readily covered as members 
of employed groups. In this category are the self-employed, those 
employed in very small establishments, those not employed, particu- 
larly older people, and those in agricultural employment. 

Still another problem is that of achieving such a balance of protec- 
tion as to prevent a skewing of medical services to fit the insurance 
coverage. Specifi al pressures exist to place a patient in a hospital 
for diagnostic and other medical services simply because the cost of 
those services are reimbursable only when performed in a hospital 
and without regard to the most economical method for providing the 
services. Thus, unnecessary hospitalization aggravates the over- 
crowding of hospitals and increases the cost of medical care. 

This condition also explains in large part the abnormally high rate 
of hospitalization of insured persons. 

The need for balance in health-insurance plans is supported by a 
strong demand for prepayment plans which will pay for diagnostic 
and preventive services. This demand is growing and is being 
answered by some consumer cooperative plans, by such plans as the 
Health Insurance Plan of Greater New York and by medical care 
centers being established by labor organizations. As already noted, 
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commercial insurance carriers are also experimenting with provisions 
for out-of-hospital diagnostic and laboratory costs. 

As great as the advances in extending health insurance protection 
to the public have been, it is reasonably clear that the public is de- 
manding yet more protection and that, while there currently exist 
many plans to protect more and more people against broader ranges 
of medical care costs, the rapid extension of these plans is hampered 
by the lack of experience with the additional groups under extended 
forms of protection. 

I would like to refer more particularly to our own experience, with 
emphasis on one particular aspect of it. 

The Department of Health, Education, and Welfare has pointed 
out that a very large segment of the 63 million people who have no 
hospitalization insurance are to be found in farm families. Prob- 
ably the same is true for other forms of health insurance. The cover- 
age of these farm groups has special significance because of the gen- 
eral absence of any workmen’s compensation protection for agri- 
cultural employment. 

Recognizing the need for protecting farm families against the 
costs of medical care, the Farm Bureau insurance companies, as long 
ago as 1942, started to provide group hospital and surgical-expense 
insurance for county farm-bureau members. Presently we have 78 
such groups insured in Ohio—that is 78 out of 88 counties-—covering 
farm bureau members and their dependents. 

In addition, the members and dependents of 14 county farm bureaus 
in Vermont are covered, 6 in Maryland and 1 each in Connecticut and 
Virginia. 

The protection, in general, is against the costs of daily room and 
board in the hospital, payment for miscellaneous hospital services, 
maternity hospital expense, surgical operations, and obstetrical 
services. 

Limits on the benefits payable have been liberalized from time to 
time. For example, in Ohio the daily room-and-board maximum has 
been raised from $5—$4 for dependents—to $7, the limits on pay- 
ments for surgical procedures have been increased and poliomyelitis 
insurance has been added to the package. 

The allowance for miscellaneous hospital expenses, originally 
limited to 5 times the daily board-and-room rate, has been succeeded 
by provision for 100 percent of all actual and reasonable charges 
in connection with any 1 hospital confinement. 

This last step was a very bold one but is now being taken also in 
covering some industrial groups. 

Our companies also write group and individual health-insurance 
policies on occupational groups other than farm, but I have men- 
tioned our activity in the farm field because it would seem to be an 
example of the kind of experimental extension of health-insurance 
coverage which Senate 3114 might be assumed to be intended to 
encourage. 

Our activity has indeed been experimental and the results have not 
been spectacular. While we have accumulated considerable experi- 
ence under our plans in Ohio and Vermont, that experience is not 
such as would form the basis for any wide application in other geo- 
graphic areas, even assuming that we could have the same adminis- 
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trative arrangements with county farm bureau organizations that we 
now enjoy. 

We are satisfied that the risk is insurable but the absence of both 
experience in additional territories and of any broad reinsurance 
facility that would serve to limit potential losses is an obstacle to the 
extension of coverage. 

Senator PurreLt. May I interrupt a moment? 

Mr. Wanonew. Yes, sir. 

Senator Purrer.. Actually, what bothers you there, and properly 
so, is the extent of the losses you might incur if you tried to push this 
too fast ? 

Mr. Wanpew. That is correct. 

Senator Purrett. But if you were assured of not having excessive 
losses by participating in this plan, as insurance companies that volun- 
tarily agree to the plan would participate; where we would cover 75 
percent of the losses in the new field, that would encourage you to go 
into new fields? 

Mr. Wanvet. Yes, sir. 

Senator Purrett. Is that correct? 

Mr. Wanvett. Yes, sir. 

Senator Purrett. Thank you. 

Mr. Wanvet. The removal of this obstacle, by either private or 
public reinsurance facilities, should be helpful. 

We observe that section 301 (a) of the bill provides that the Secre- 
tary is authorized to enter into reinsurance agreements only when she 
finds that adequate reinsurance facilities are not available from pri- 
vate sources. We think this is important. 

There are those who feel that Senate 3114 is a completely unsatis- 
factory answer to the problem—and it may be, depending on how the 
problem is stated. The enactment of this bill certainly will not, of 
itself, provide adequate medical care to all the American people; but 
if it is worthwhile to improve and extend voluntary insurance cover- 
ages to a broader segment of the population and to a broader range 
of insurable risks, the enactment of this bill may make a substantial 
contribution, to the extent that the program is administered wisely 
and insurance carriers find it desirable to take advantage of it. 

In conclusion, I would like to suggest two general principles that 
might well guide the development of a Federal reinsurance plan : 

1. The goal to be held in mind is the coverage of all insurable medi- 
cal services. : 

We now know from experience that it is possible to insure many 
people who are not now insured and to cover many medical costs for 
which there is now very little protection. 

While there may be some forms of medical care for which provision 
cannot be made on a prepayment basis, and while there are many mil- 
lions whose income is not sufficient to enable them to participate in 
an insurance plan, these are problems which should be considered apart 
from the maximum extensionof insurance plans. 

2. The services offered by the Federal reinsur ance facility should 
be available to all legally constituted types of insurance, without 
favoring or excluding any particular type. 

The job to be done is one in which all kinds of insurers can play a 
part—or should have the opportunity to do so if they so desire. 
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Senate 3114, as we read it, is intended to be nondiscriminatory ; 
but since so much discretion is vested in the Secretary, and since much 
always depends on the manner in which a program is administeréd, 
it is perhaps wise to emphasize this point. 

Thank you very a 

Senator Purret,. Thank you very much, Mr. Wandel. 

Are there any questions? 

Senator Lenman. Yes; I would like to ask 1 or 2 questions. 

You refer on page 3 to the health-insurance plan of Greater New 
York. Do you know of any medical society-sponsored plans which 
offer care that is anywhere near as comprehensive as does the HIP? 

Mr. Wanvew. No; I do not, sir. 

Senator Leuman. Pardon. 

Mr. Wanpet. I do not. 

Senator Lenman. I ask that because I assume that you are familiar 
with the fact that the medical societies in New York City have been 
and are fighting the HIP which has been adopted by a great many 
thousands of people. 

Mr. Wanvet. Well, I don’t profess great familiarity with the medi- 

val-care plan, with the medical-society plans, in New York. I do 
know sometning about the HIP and, as you know, it is extremely 
broad in pr oviding all types of office and home service to its subscribers. 

Senator Leuman. Have you ever sought reinsurance from any 
private companies ¢ 

Mr. Wanvet. There have been discussions about gaining a reinsur- 
ance facility from other companies, but very little in this particular 
field. The reinsurance facilities seem to lend themselves more to the 


coverage of catastrophic losses, in particular instances. For instance. 
if we insure a group of miners against loss of life, we will seek a re- 
insurance facility to avoid the effect of a catastrophic loss through a 
mine accident, or somet ams of that sort. 


Similarly, in the auto field, in which we have a great deal of ex- 
perience, we have reinsurance arrangements under which losses in 
excess of a certain amount on any one accident are assumed by a 
reinsurer. 

In this field we have, of course, been looking for or would have an 
interest in a facility which would underwrite a broad program. 

I referred to the farm program and to the possibility of extending 
it into other States, and the reinsurance facility that we would be 
interested in would not be one that would take care of single cases of 
excessive less but, rather, assume some of the risk for the whole 
program. 

Am I making myself clear ? 

Senator Lenman. Yes, you are, but what I was interested in finding 
out is whether there has been any real effort made to get private 
companies to undertake reinsurance of companies such as the ones 
you represent, and others, or whether it was just not generally done. 
In other words, have you ever sought or have you ever formally made 
an application to any insurance company for reinsurance, and, if so, 
has your application been rejected ? 

Mr. Wanpet. To the best of my knowledge, we have not made a 
formal applic: ation to any known reinsuring company for protection 
under a plan such as this. 
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There have been conversations, and it is my understanding it was 
not the facility was of a type that would cover a broad program but, 
rather, a facility that would take care of excess losses on specific risks. 

Senator Leuman. To the best of my knowledge—— 

Mr. WanbeEL. So, it has not been pursued beyond that point of dis- 
cussion, in the understanding of the nature of these facilities, and we 
have not, because of that understanding, made any formal proposals 
to reinsuring companies for a broader program. 

Senator Leuman. To the best of my knowledge, no insurance com- 
panies, no private companies, have ever been willing to undertake 
reinsurance in health risks. I may be wrong, but that is miy belief. 

Now, if that is the case, I would assume or feel that it was risky 
or unprofitable business, and I was wondering whether you would 
have any ideas as to what factors would enter into a decision of pri- 
vate companies not to reinsure. 

Senator Purreiy. Perhaps, Senator, I can help a bit. 

I think there was some testimony given here—I have forgotten the 
witness, but I think the records will show that we did have some 
testimony, Senator—to the effect there was some limited amount 
of reinsurance in this field. I do not know to what extent, but, as 
I recall it, there was some testimony to that effect. 

Is that correct, Mel? 

I think it was Mr. Perkins who said that there was some limited 
reinsurance, but very limited. 

I thought you would like to know that. 

Senator Lenman. Yes. Thank you very much, indeed. 

What I would like to determine is: If the private companies are 
not willing to undertake reinsurance in this field, as they are willing 
to undertake it in most other forms of insurance, they must feel 
that it is too risky or would be too risky or unprofitable for them to 
undertake, and I was wondering whether that was due to the un- 
certainty of costs of this insurance, the charges or the fees paid to 
doctors, or what was the controlling element in their decision. 

I am sure if there is any reinsurance it is on a very small scale. 

Senator Purret.. Might there not be another reason ? 

I don’t know, but I wonder if there might be another reason, that 
in the field you are presently operating in you have such an established 
experience there that you feel there is no need for reinsurance, in 
that the risk has been established pretty well. 

Would that be one of the answers? 

Mr. Wanvet. Not in the example I gave. 

Senator Purreizi. No, but I am thinking of the general type of in- 
surance which you are writing. Do you feel a need for it? 

If it were available, would you avail yourself of it? 

Let me put it that way. 

Mr. Wanvet. Well, I don’t want to make a flat statement. 

Senator Purretz. I ought not to have asked that. 

Mr. Wanvew. But we would definitely be interested. We wish the 
facility were available. 

That is stopping short of saying we will make an application, but 
we wish the facility were available. 

Senator Purreiy. You should be asking the questions, Senator. 
Senator Lenman. Pardon. 
Senator Purret.. It is your turn. 











806 PRESIDENT’S HEALTH RECOMMENDATIONS 


Senator Leuman. I was just going to ask one more question. 

To what extent do you control the fees charged by doctors for either 
medical or surgical services ? 

Mr. Wanve.. Not at all. 

Senator Leuman. Pardon. 

Mr. Wanpvet. Not at all, under the plans which we write. 

Senator Purre.y. But is there a limit to the total amount you will 
pay under the policy ? 

Mr. Wanovet. There is a limit to the total amount which we will 
pay under our policy. 

Senator Purre... For physician’s care? 

Mr. Wanvew. And the subscriber or policyholder is reimbursed 
for his cost, that is, he is reimbursed for the charge made by the 
doctor against him, up to the limits of our policy; but the policy- 
holder gets the bill from the doctor. He pays the bill and we pay 
the policyholder, up to the limit. 

So, we have no direct 

Senator Lenman. In other words, you may say you will pay a doctor 
a hundred dollars for an appendectomy, but is there any assurance 
or anything to prevent him from making an additional charge to 
the patient which is not covered by the insurance policy ? 

Mr. Wanovet. No, sir. 

In these farm policies, switching from doctors for the moment, we 
do pay 100 percent of the so-called miscellaneous expense in the hos- 
pital, so that whatever the hospital charges are they are paid 100 
percent, as long as—well, there 1s a qualifying phrase in there about 
reasonable and actual charges; but with respect to a physician’s 
charge, there is no control and the policy benefits are payable only 
up to the established limit. 

Senator Lenman. Thank you very much. 

That is all. 

Senator Purreti. Thank you very much, Mr. Wandel, for appear- 
ing here. 

Since there are no other witnesses this morning, the hearing will 
stand in recess until 10 o’clock Tuesday, the 20th, at which time the 
first witness will be from the United States Chamber of Commerce. 

(Whereupon, at 11:08 a. m., the hearing was recessed, to reconvene 
at 10 a. m., Tuesday, April 20, 1954.) 
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TUESDAY, APRIL 20, 1954 


Untrep States SENATE, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
SuscomMMItTree on Hearn, 
Washington, D.C. 

The subcommittee met at 10:05 a. m., pursuant to recess, in Room 
P-63 of the Capitol, Senator William A. Purtell, chairman of the sub- 
committee, presiding. 

Present : Senator Purtell (chairman of the recog gS 

Also present: Roy E. James, staff director; Melvin W. Sneed and 
William G, Reidy, professional staff members. 

Senator Purteti. The subcommittee hearings will come to order. 

This morning our first witness will be Edwin J. Faulkner, president 
of the Woodmen Accident Co. of Lincoln, Nebr., and member of the 
United States Chamber of Commerce, insurance department commit- 
tee. 

Mr. Faulkner, we are very happy to have you with us. 

Is it your intention to read your statement completely or do you 
wish to have it inserted in the record and then perhaps summarize it? 

You may do whichever you wish. 

Mr. Fautxner. I would prefer to read it, if I may, Senator. 

Senator Purreti. We are perfectly glad to have you do so. 


STATEMENT OF EDWIN J. FAULKNER, PRESIDENT OF THE WOOD- 
MEN ACCIDENT CO., LINCOLN, NEBR., AND MEMBER OF THE 
INSURANCE COMMITTEE OF THE CHAMBER OF COMMERCE OF 
THE UNITED STATES, ACCOMPANIED BY A. L. KIRKPATRICK, 
MANAGER, INSURANCE DEPARTMENT, CHAMBER OF COMMERCE 
OF THE UNITED STATES; AND CLARENCE MILES, MANAGER, 
LEGISLATIVE DEPARTMENT, CHAMBER OF COMMERCE OF THE 
UNITED STATES 


Mr. Fautxner. Thank you, sir. 

My name is Edwin J. Faulkner. I am president of Woodmen Acci- 
dent Co., and two associated companies located in Lincoln, Nebr. I 
have served as president of the Health and Accident Underwriters 
Conference, a trade association of insurers writing health and accident 
insurance, and I am immediate past chairman of the Accident and 
Health Insurance Committee of the Life Insurance Agency Manage- 
ment Association. I am a member of the accident and health commit- 
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tee of the American Life Convention and I am a member of the in- 
surance committee of the Chamber of Commerce of the United States. 

I appear today on behalf of the Chamber of Commerce of the United 
States, a federation of more than 3,100 business organizations with an 
underlying membership of more than 1,600,000. 

Senator, I have with me today Mr. A. L. Kirkpatrick, who is man- 
ager of the insurance department, and Mr. Clarence Miles, manager 
of the legislative department of the chamber. 

Senator Purretx. Is it your desire to have either of these two 
gentlemen or both testify later ? 

Mr. Fautxner. Their purpose, sir, is to assist me if they have some 
information I do not have. 

Senator Purtety. We welcome both of you gentlemen here today. 

Mr. Fautxner. The national chamber has long supported activities 
in the interest of the good health of the American people. It is in 
agreement with the principal objectives set forth by President Eisen- 
hower in his message to the Congress on January 18 that the means 
for achieving good health should be accessible to all. It is particu- 
larly gratifyine that the President took a straightforward position 
against the socialization of medicine and in favor of individual par- 
ticipation in voluntary health insurance and prepayment plans as 
the best way for people to provide themselves with resources to obtain 
good medical care. 

The President carefully pointed out in his message that it is not 
necessary for the Government to go into the insurance business to 
furnish protection not now provided by private organizations. 

To consider S. 3114, it is first necessary to examine various methods 
of financing health care costs. The problem of financing health care 
is divisible into two major parts: 

First, insurance can provide for the financing of health care costs 
for the great portion of the American people who are insurable, but 
it is fallacious to advocate or even suggest that the insurance approach 
is adaptable to the needs of all people. 

The second part of the problem has to do with those people who 
cannot be reached by insurance. 

Most of the American people are insurable and have access to the 
manv forms of health insurance now so generally offered. Most 
people enjoy such a state of health as to be acceptable for insurance. 
Most of them are financially capable of paying the nremium necessary 
to secure an adequate measure of protection. Within this group 
there are those who, though they can afford it, have not chosen to buy 
available insurance protection. In this group there are those who 
have consciously elected to carry their own risk, those who have pre- 
ferred to devote their expendable income to the purchase of things 
other than insurance and those who eschew insurance because of 
relirious conviction. 

This proposed reinsurance, Senator, wouldn’t have an effect on these 
people, obviously. 

The private insurance industry has made an outstanding record of 
erowth and service in the public interest. In 1939, only 6 million 
Americans were insuring themselves against the cost of hospitaliza- 
tion. The total skyrocketed to 92 million people as of the end of 1952, 
some 614 million of which was accomplished in the year 1952 alone. 
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It is estimated that the number of people insured against the costs 
of hospitalization has now risen to 100 million or more. 

Insurance protection for the costs of surgery covered 7 million per- 
sons in 1941, but 73 million were covered by the close of 1952. This 
was a 12-percent increase over the preceding year. 

Insurance against the costs of medical care, other than surgery, had 
a later origin that hospital and surgical insurance, but by the end of 
1952 it was protecting 36 million persons. This was an increase of 
8 million, or 29 percent, during the year 1952. 

In the accompanying graph, there has been charted the progress of 
these health-insurance coverages. Certainly, it can be seen that as 
voluntary insurance continues to grow, it will be but a short time 
until substantially all of the population enjoys this protection. 

Senator Purreti. That graph may become a part of the record. 
(The graph referred to is as follows :) 


46293—54—pt. 3 15 











810 PRESIDENT’S HEALTH RECOMMENDATIONS 


Millions 
160 


150 
140 on 


130 
GROWTH IN NUMBER OF PEOPLE COVERED BY 
HOSPITAL, SURGICAL AND MEDICAL EXPENSE PROTECTION 


110 


; 
| 
| 
| 
) 


60 
50 


LORI 74» 





Sup 


30 


20 g 


10 


Mitra caeieaien casein 


0 
1940 ho 4h 46 48 50 52 Sk 56 «+58 60 62 6h 66 68 





inte toat 


I 5 lam li Tal. lian. 


ae tani 


ale lRadseae s+ 


nde aan line 


5 sali eile ete aising 


PRESIDENT’S HEALTH RECOMMENDATIONS 811 


Mr. Fau_kner. I wish also to mention the newest of the health 
insurance coverages. It is called major medical expense insurance, or 
it is sometimes called catastrophe insurance, and provides protection 
against very large health-care expenses. Depending on the amount 
the insured w ishes to buy, the major medical-expense policy will pay 
benefits up to $5,000, $7 500, or $10,000 for any one illness or injury. 

It is customary in major medical-expense insurance to incorporate 
a deductible feature, the effect of which is to exclude from coverage 
the expense of small losses up to $300 or $500. 

The deductible provision recognizes that many health-care costs are 
routine, recurrent, seemingly inevitable, and better provided for as a 
part of the family budget than through insurance. The inclusion of 
the deductible clause holds down the cost of the insurance, thus bring- 
ing it within the reach of more people. 

Another feature of major medical-expense insurance is that it 
usually requires the policyholder to pay a portion of the loss himself, 
thus providing a strong incentive against extravagance and unneces- 

sary health-care costs. 

This type of insurance coverage was develope d some 5 years ago 
and, like other coverages, even though still in its developmental stage, 
has been expanding rapidly. Sufficient experience with major medi- 
cal insurance has not yet accrued to project this coverage on the 
graph. It is significant, however, that in a very short time major 
medical-expense insurance has been extended to more than a million 
—— It is now being offered by at least 33 insurance companies. 

he record shows that private insurance organizations are fulfilling 
their 1 esponsibility to make adequate insurance coverage available on 
a sound basis. This record demonstrates the ability and willingness of 
insurers to improve coverage and develop new types of coverages in 
response to new needs. 

Senator Purreit. May I interrupt a monent? 

Mr. FautxKner. Surely. 

Senator PurRTELL. You say: 

It is significant, however, that in a very short time major medical-expense 
insurance has been extended to more than a million people. It is now being of- 
fered by at least 33 insurance companies. 

Mr. FauiKner. Yes, sir, 

Senator Purrets.. I wonder if you would be good enough, so that we 
may have it for the record, to send copies to this committee of the con- 
tracts offered by these companies—not the promotional liter: ature, 
although we would like to have that, but the contracts themselves 

Mr. FauLKner. Yes, sir. 

Senator Purreii. It would help us very much. 

Mr. FavuLKnER. We will be very glad to supply it, Senator. 

Senator Purreti. Thank you. 

They will become a part of the record. 

(T he data supplied by Mr. Faulkner are as follows :) 

CHAMBER OF COMMERCE OF THE UNITED SrArTEs, 
Washington 6, D. C., May 4, 1954. 


Senator WILLIAM A. PURTELL, 
Senate Office Building, Washington, 25, D. C. 

DEAR SENATOR PURTELL: Supplementing my letter of April 30, I supply here- 
with the sample copies of “major medical” or “catastrophe” health and accident 
insurance policies which you requested of our witness, Mr. Edwin J. Faulkner 
on April 20. 
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Attached are specimen policies issued by: New York Life Insurance Co., 
Phoenix Indemnity Co., Royal Indemnity Co., Connecticut General Life Insurance 
Co., The Equitable Life Assurance Society of the United States. 

I also enclose a piece of advertising material describing the major medical 
expense plan of the New York Life Insurance Co. 

I believe the enclosed policies are as nearly “typical” as we can obtain, but I 
think I should direct attention to the fact that this form of insurance has not 
developed into what might be termed a “typical” policy. You will notice that 
the policy forms differ from each other. 

This completes the information requested. I wish to again thank you for the 
courteous manner in which you received our witness, Mr. Faulkner. 

Cordially yours, 
CLARENCE R. MILES. 
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Renewal Provisions—and provides benefits for specified losses caused by acci 
bodily injury or sickness resulting in hospital confinement and not covered under 
any workmen's compensation, occupational disease or similar law, to the 
extent herein provided. 


NEw YORKDIFE INSURANCE COMPANY 


A MUTUAL COMPANY FOUNDED IN 1845 


Pleey Sion 


eubnaenqgyvisbataianeas -~—————- JOHN DOE -—-———- ——————_, the INSURED, 
against specified losses resulting from accidental bodily injury sustained by, or from sickness gf; any Covered Member if said injury is sustained 
or said sickness commences while coverage under this Policy is in force on such Member, provided such injury or sickness is not covered under 
any workmen's compensation, occupational disease or similar law, all subject to the terms and conditions of this Policy. 

if, on account of such injury or sickness, a Covered Member shall be necessarily confined in a hospital and such confinement begins while 
coverage under this Policy is in force on such Member, the Company will pay the Insured, for each such hospital confinement, 75% of the amount 
by which the Eligible Medical Expenses exceed the Deductible Amount, but not more than the Maximum Benefit. 

Hf two or more periods of hospital confinement of a Covered Member are required for treatment of injuries resulting trom a single accident 
Or of sicknesses resulting from the same or related conditions, the total benefit payable under this Policy with respect to all such periods of confinement 
combined shall not exceed the Maximum Benefit, and the Deductible Amount will apply only once to the combined Eligible Medical Exyenses for 
such periods of confinement as are separated by an interval of less than six months. 


The definitions of certain terms, as used in this Policy, are given on page 2. 
DEDUCTIBLE AMOUNT 3500 


maximum penerits_7,900 


SCHEDULE OF COVERED MEMBERS 


Members Initially Covered Members Initially Covered 


This contract is made in consideration of the application therefor, copy of which is attached hereto and made a part hereof, and of the payment 
in advance of the sum of $. the receipt of which is hereby acknowledged, constituting the premium to maintain this Policy for 
the term period of __________months commencing... 9. herein referred to as the date of issue, 
beginning and ending at 12:01 A.M., Standard Time, of the place where the Insured resides. 


Anniversaries of this Policy shall be determined from the date of issue. 


RENEWAL PROVISIONS 
This Policy may be renewed, except as otherwise provided in this Policy, from term period to term period, by payment before the grace period 
expires of the appropriate premium according to the Company's premium rates in effect at the time of such renewal. Such renewal privilege shall not 
apply, however, if the Company, at least fifteen days before the date on which the expiring term period ends, shall have delivered to the Insured 
or mailed to the last address of the Insured furnished to the Company in connection with this Policy written notice that it elects not to renew this 
Policy. The Company, however, will not refuse renewal of this Policy solely on the basis of a change in the physical condition of a Covered Member 
or Members. 





The PROVISIONS, CONDITIONS and EXCEPTIONS printed or written by the Company on the following pages are a part of this Policy. 
Jn Witness Whereot the NEW YORK LIFE INSURANCE COMPANY has caused this Policy to be executed as of the date of issue. 





Secretary 


ce Specimen Copy 


Counter signature 
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Eligible Medical Expenses 


“Eligible Medical Expenses”, as used herein, shall be the following 
charges, not exceeding customary charges, for such medical care, services 
and supplies as are necessary for treatment of the condition requiring 
hospital confinement and are prescribed by the attending physician, 
provided such charges are incurred (a) during the period beginning two 
months prigr to the hospital confinement and ending six months after 
termination of such confinement, if the Covered Member is at least one 
year of age when his or her hospital confinement begins, or (b) during 
the period of hospital confinement only, if the Covered Member is less 
than one year of age when his or her hospital confinement begins: 


1. charges by a hospital for room, board, general nursing care and 
medical services and supplies ; 


charges by a licensed physician or surgeon for medical care or the 
performance of surgery; 


. charges for the full-time nursing services of a trained nurse, other 
than a member of the Insured’s family 


charges by a radiologist, physiotherapist or laboratory for diagnosis 
or treatment; 


charges by a physician or professional anaesthetist for the cost and 
a tmimstration of anaesthetics ; 


Charge:. for any of the following: drugs or medicines; blood or 
blood jlasma ; artificial limbs or eyes; casts, splints, trusses, braces 
or cruches ; oxygen and the rental of equipment for the adminis- 
tration thereof; rental of a wheelchair or hospital-type bed; rental 
of ar iron lung or other mechanical equipment required for the 
treat nent of respiratory paralysis; 


7. charyes for transportation of the injured or sick Covered Member 
to and from the hospital by ambulance, railroad or regularly 
scheduled flight of a commercial aircraft. 


Covered Member 

“Covered Member”, as used herein, shall mean any person initially 
named in the Schedule of Covered Members or subsequently added and 
covered under this Policy, as hereinafter provided, so long as coverage 
under this Policy continues on such person. 

A child born to the Insured as a result of pregnancy which begins while 
coverage under this Policy is in force on both the Insured and the Insured’s 
spouse will automatically be a Covered Member from date of birth to the 
end of the then current term period without additional premium charge, 
but will continue to be a Covered Member thereafter only if (@) written 
notice of such birth is received by the Company prior to expiry of such 
term period or within the succeeding grace period and (b) this Policy is 
maintained in force by payment of premium in accordance with its terms, 
including the required premium charge for such child. 

An eligible family member, as hereinafter defined, who is not a Covered 
Member may be added and covered under this Policy, subject to the terms 
and conditions hereof, if accepted by the Company upon written application 
of the Insured and payment of the required premium charge. 

“Eligible family member” shall mean (a) the Insured, if less than 65 
years of age, (b) the Insured’s spouse, if less than 65 years of age, or 
(c) any unmarried child who is dependent upon the Insured for main- 
tenance and support and less than 18 years of age. 

If any Covered Member ceases to be an eligible family member, as 
defined herein, coverage under this Policy on such Member shall auto- 
matically cease at the end of the then current term period. 


Hospitat and Hospital Confinement 

“Hospital”, as used herein, shall mean an institution operated pursuant 
to law for the care and treatment of sick and injured persons, with 
organized facilities for diagnosis, major surgery and twenty-four hour 
hursing service. 

“Hospital confinement" shall mean confinement in a hospital as an 
in-patient for a period of at least 18 consecutive hours. 


FAMILY MEMBERS INVOLVED IN THE SAME ACCIDENT 


'f two or more Covered Members shall require hospital confinement as a result of injuries sustained in the same accident, the Deductible Amount 
will apply only once to the combined Eligible Medical Expenses incurred for all Covered Members as a result of such accident. 


COMPLICATIONS INCIDENT TO PREGNANCY 


If hospital confinement of the Insured’s wife or the Insured (if a woman) is required for treatment of complications incident to pregnancy and if 
such pregnancy begins while coverage under this Policy is in force on both the Insured and the Insured’s spouse, Eligible Medical Expenses for the 
purpose of determining any amount payable as provided on page | shall be the charges which come within the above definition of Eligible Medical 
Expenses, but exclusive of the charges which would have been incurred in the absence of such complications, as determined by the Company. A surgical 
procedure for the delivery of a child or children will not be considered a complication incident to pregnancy 


EXCEPTIONS 


The insurance under this Policy shall not cover any loss incurred with 
respect to any Covered Member which results from or is contributed to by 
any one or more of the foilowing - 


(a) intentionally self-inflicted injuries or attempted suicide by the Covered 
Member, whether sane or insane, 


(b) injury or sickness as a result of war, declared or undeclared, or any 
act incident thereto, 
(c) Injury as a result of service, travel or flight in any kind of aircraft 
(1) of which the Covered Member ts a pilot, officer or other member 
of the crew, or 
(i) which Is being used for aviation training or practice purposes or 
for experimental or test purposes, or 
(iil) which is being operated by, for or under the direction of any 
military, naval or air force, 


(d) any injury occurring or sickness commencing while the Covered Member 
is in the military, naval or air forces of any country at war, declared or 
undeclared, but the pro rata unearned premium paid with respect to 


any Covered Member for the period during which he or she was la 
such forces will be returned to the Insured, 


(e) disease contracted while coverage under this Policy was not in force 
on the Covered Member, 


(f) pregnancy, childbirth or miscarriage, except to the extent provided 
under Complications Incident to Pregnancy, 


nor shall the insurance under this Policy cover any loss Incurred with respect te: 


(g) injury or sickness which is covered under any workmen's compensation, 
occupational disease or similar law, or 


(h) services and facilities provided by or in a hospital owned or operated 
by a national government or any agency thereof, or 


()) treatment of nervous or mental diseases or disorders, or 
()) dentistry, except loss due to accidental injury of sound, natural teeth, or 
(k) cosmetic surgery, unless occasioned by accidental injury. 
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STANDARD PROVISIONS 


1. This policy includes the indorsements and attached papers, if any, 
and contains the entire contract of insurance. No reduction shall be made 
in any indemnity herein provided by reason of change in the occupation 
of the Insured or by reason of his doing any act or thing pertaining to 
any other occupation. 


2. No statement made by the applicant for insurance not included 
herein shall avoid the policy or be used in any legal proceeding hereunder. 
No agent has authority to change this policy or to waive any of its provisions. 
No change in this policy shall be valid unless approved by an executive 
officer of the Company and such approval be indorsed hereon. 


3. If default be made in the payment of the agreed premium for this 
policy, the subsequent acceptance of a premium by the Company or by 
any of its duly authorized agents shali reinstate the policy, but only to 
cover accidental injury thereafter sustained and such sickness as may 
begin more than ten days after the date of such acceptance. 


4. Written notice of injury or of sickness on which claim may be based 
must be given to the Company within twenty days after the date of the 
accident causing such injury or within ten days after the commencement 
of disability from such sickness. 


5. Such notice given by or in behalf of the Insured or beneficiary, as 
the case may be, to the Company at its Home Office, 51 Madison Avenue, 
New York 10, N. Y., or to any authorized agent of the Company, with 
particulars sufficient to identify the Insured, shall be deemed to be notice 
to the Company. Failure to give notice within the time provided in this 
policy shall not invalidate any claim if it'shall be shown not to have been 
reasonably possible to give such notice and that notice was given as soon 
as was reasonably possible. 


6. The Company, upon receipt of such notice, will furnish to the 
claimant such forms as are usually furnished by it for filing proofs of loss. 
If such forms are not so furnished within fifteen days after the receipt 


ADDITIONAL 


A. Dividends trom Participation in Divisible Surplus 

The proportion of divisible surplus accruing upon this Policy shall be 
ascertained annually by the Company. On the anniversary of this Policy 
following the date as of which such ascertainment was made, provided 
this Policy shall have been renewed to such anniversary and is then in 
force, such surplus as shall have been apportioned by the Company to 
this Policy shall be paid as a dividend. 

It is not contemplated that there will be any dividend credited to this 
Policy before its third anniversary. 


B. Payment of Premiums 

The premium for any renewal of this Policy is payable to the Company 
at its Home Office or to a duly authorized Cashier of the Company. 

The payment of any premium shall not maintain this Policy in force 
beyond the end of the term period for which such premium was paid, 
except as specified in the Grace Period provisions hereof. 


C Grace Period 

If at the expiration of a term period this Policy is renewable, but the 
premium for such renewal shall not have been paid, a grace of 31 days 
from the expiration of such term period will be allowed for the payment 
of the premium for such renewal, during which time this Policy continues 
in force. 


D. Assignment 

Any assignment df this Policy must be made in duplicate and one copy 
filed with the Company at its Home Office. The Company assumes no 
responsibility for the validity of any assignment. Without prejudice to the 
Company on account of any payment made by it before copy of the assign- 
ment has been filed with the Company, any assignment of this Policy 
shall operate, so long as such assignment remains in force and to the 
extent thereof, to transfer the interest of the Insured. 


E. The Contract 
The entire contract of insurance, in accordance with Standard Provision 
1 of this Policy, includes the application, copy of which is attached. All 
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of such notice, the claimant shall be deemed to have complied with the 
requirements of this policy as to proof of loss upon submitting within the 
time fixed in the policy for filing proofs of loss, written proof covering the 
occurrence, character and extent of the loss for which claim is made. 


7. Affirmative proof of loss must be furnished to the Company at its 
said office within ninety days after the termination of the period of disability 
for which the Company is liable. 


8. The Company shali have the right and opportunity to examine the 
person of the Insured when and so often as it may reasonably require 
during the pendency of claim hereunder, and also the right and opportunity 
to make an autopsy in case of death where it is not forbidden by law. 


9. All indemnities provided in this policy will be paid immediately 
after receipt of due proof. 


11. All the indemnities of this policy are payable to the insured. 


12. If the Insured shall at any time change his occupation to one 
classified by the Company as less hazardous than that stated in the policy, 
the Company, upon written request of the insured and surrender of the 
policy, will cancel the same and will return to the Insured the unearned 
premium. 


14. No action at law or in equity shall be brought to recover on this 
policy prior to the expiration of sixty days after proof of loss has been filed 
in accordance with the requirements of this policy, nor shall such action 
be brought at all unless brought within two years from the expiration of the 
time within which proof of loss is required by the policy. 


15. If any time limitation of this policy with respect to giving notice 
of claim or furnishing proof of loss is less than that permitted by the law 
of the state in which the Insured resides at the time this policy is issued, 
such limitation is hereby extended to agree with the minimum period 
permitted by such law. 


PROVISIONS 


statements made by the Insured shall be deemed representations and 
not warranties, and no statement shall be used in defense of a claim 
under this Policy unless it is contained in a written application. 


F. Time Limit on Certain Defenses 

(1) After two years from the date coverage under this Policy commenced 
on any Member no misstatements, except fraudulent misstatements, 
made by the applicant in an application, copy of which is attached, for 
coverage under this Policy on such Member shall be used as a basis for 
voiding this Policy or denying a claim with respect to such Member for 
loss incurred after the expiration of such two year period. 

(2) No claim for loss incurred with respect to any Member after two 
years from the date coverage under this Policy commenced on such 
Member shall be reduced or denied on the ground that a named condition 
or sickness not specifically excluded from the coverage had existed prior 
to the date coverage under this Policy commenced on such Member. 


G. Extended Time for Filing Proof of Loss 

Failure to give affirmative proof of loss within the time provided in 
Standard Provision 7 shall not invalidate nor reduce any claim if it shall be 
shown not to have been reasonably possible to give such proof and that 
affirmative proof was given as soon as was reasonably possible and within 
one year from the time such proof would otherwise be required hereunder. 


H. Conformity with State Statutes 

Any provision of this Policy which, on the date of issue, is in conflict 
with the statutes of the state in which the Insured resides on such date is 
hereby amended to conform to the minimum requirements of such statutes. 


|. Charter or By-Laws 

No provision of the charter or by-laws of the Company shall be used in 
defense of any claim arising under this Policy except insofar as such 
provision is incorporated in this Policy 
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THE NEW YORK LIFE’S 















MAJOR MEDICAL EXPENSE PLAN 





FOR FAMILIES FOR INDIVIDUALS 
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FOR EACH PERSON INSURED 
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When you, or insured members of your family, are confined in the hospital as a bed 
patient because of an accidental bodily injury or a sickness, and when the Eligible Medical 


Expenses listed below exceed 
$ 5 O O Deductible Amount 





the Major Medical Expense plan will pay three-quarters of the additional Eligible Expenses 
until such time as you have been paid a total of 


$75.00 mevimim tne 


ELIGIBLE MEDICAL EXPENSES 


Rss Charges by a hospital for room, board and medical 
==> services and supplies; 
—— 


Charges by a licensed physician or surgeon for medical 
core or the performance of surgery; 


Charges for the full-time nursing services of a trained 
nurse, other than a member of the Insured's family; 





Charges by a physician or professional anaesthetist for 
the cost and administration of anaesthetics; 


Charges for any of the following: drugs or medicines; 
blood or blood plasma; artificial limbs or eyes; casts, 
splints, trusses, braces or crutches; oxygen and the 
rental of equipment for the administration thereof; 
rental of a wheelchair or hospital-type bed; rental of 
an iron lung or other mechanical equipment required 
for the treatment of respiratory paralysis; 





Charges by a radiologist, physiotherapist, or labora- 
tory for diagnosis or treatment; 





Charges for transportation of the injured or sick Cov- ; 
ered Member to and from the hospital by ambulance, a 
railroad or regularly scheduled flight of a commercial 
oircroft. 





If the Covered Member Is at Leost One Year of Age When the Confine- 

ment Begins, Eligible Medical Expenses Will Include Expenses Incurred: 
(1) During the TWO MONTHS PRIOR to a Period of Hospital Confinement, and i 
(2) During the SIX MONTHS IMMEDIATELY FOLLOWING Hospital Confinement. 5 
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THESE ARE THE ACCIDENTS AND SICKNESSES NOT COVERED 
UNDER THE POLICY: 


+ £4 + + + + HH 


+ + + 





Sickness commencing or accidents which occur prior to 6. Aircraft accidents while flying as pilot or crew mem- 
the time a person is insured under the policy. ber, or while plane is being used for training, prac- 
tice, experimental purposes, or is operated under 
direction of any Military, Naval or Air Force. 


7. Treatment of nervous or mental diseases or disorders. 


Injury or sickness resulting from war or while in the 
Military Service 


Hospital confinement or treatment in a hospital owned 8. Dentistry, except loss due to accidentol injury of sound 
or operated by a national government or governmental . aieurel teeth “— 
agency. ' . ; 

5 1 ie 9. Cosmetic surgery unless occasioned by accidental 
Injury or sickness which is covered under any Work- injury. 
men's Compensation or similar low. 10. Pregnancy, childbirth or miscarriage unless there are 


Intentionally self-inflicted injuries or attempted suicide. complications. 


OUTSTANDING FEATURES OF NEW YORK LIFE 
MAJOR MEDICAL — HOSPITAL EXPENSE PLAN 


Each family member covered up to Maximum Benefit * World Wide Protection. 
All benefits paid directly to you. *% = Extremely liberal Air Passenger Coverage 
Choose your own physician and surgeon. *% = Thirty-one Day Grace Period. 


The Company will not refuse renewal of this policy solely on the basis of a change in the physical condition of a 
Covered Member or Members. 


Benefits payable for confinement in any hospital except those operated by an agency of the national government. 
Only one Deductible invoked if two or more family members injured in the same accident. 
Newborn children automatically covered at birth and until premium due date following birth. 


Covers complications incident to pregnancy which cause eligible medical expense in excess of usual normal birth 
or caesarean delivery. 


For successive periods of confinement caused by the same accident or sickness the Deductible amount will apply only 
once to the combined Eligible Medical Expenses for such periods of confinement as are separated by an interval of 
less than & months. 


The Maximum Benefit is payable for each separate accident and sickness. 
Coverage effective from date of application if full premium is paid with application and policy is issued as applied for. 


No increase in premium becouse of increase in age. 


Total individual premium only: Family Plan premium calculation: 
family 
NE Wn neemectiaistnneene 
$___ -___ Ree Seo... 
per 

BN i Ricterateciaddesihesnkci 
Child $ 
Dividends as declared will Child $ 
reduce the cost of the policy Child $ 
Total $. 


The foregoing is o general description of the benefits ovoilable ond the figures ore intended only for the purposes of planning o major 
medical expense progrom. The benefits provided under ony policy issved ore determined solely by the terms and conditions of the policy 
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PRESIDENT’S HEALTH RECOMMENDATIONS 


HOSPITAL COSTS HAVE MEDICAL EXPENSES ARE 
TRIPLED IN THE PAST AT AN ALL TIME HIGH 


THE NEW YORK LIFE’S 


MAJOR MEDICAL EXPENSE PLAN 


WILL PAY $ 7,500 TOWARD 
ene CATASTROPHIC MEDICAL COSTS 


which are financially disastrous and 


which most hospital policies do not cover. 


Years of saving can be destroyed in a moment — 


and replaced with a debt! 


205 persons require MEDICAL ATTENTION 
30 are HOSPITALIZED 
15 will require SURGERY 
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INDIVIDUAL EXCESS MEDICAL EXPENSE POLICY 


This Policy is canceliable by the Company and provides indemnity for Hospital, Surgical, Medical 
Expense, not covered under any Workmen's Compensation or Occupational Disease Act or Law, 
Accidental Bodily injuries or by Sickness, as herein limited and provided. 


The Limit of Payment is__— 
Amount of Deductible is. — —___ J 
This policy is issued in consideration of the peyment OF Cen perteatati Miageictccneaitpersrsetcetinction ees 
months, to commence on the. re i 
beginning and ending at twelve o'clock noon, Standard Time, of the place where Insured resides. The considerations for this 
insurance are the statements in the application, copy of which forms a part hereof, and payment of the above stated premium. 
This insurance is against loss resulting from accidental bodily injury sustained while this policy is in force, herein called such 
injury, and from sickness which is contracted and begins after this policy has been maintained in force for not less than thirty 
(30) days, and causes loss commencing while this policy is in force, herein called such sickness, subject to all the provisions, 
exceptions, limitations and reductions of the policy. 








eS tes fF Se ea ee eS ee ea ae eee ae eee 
2. Height?.._ft__._in. Weight? ; perl SIRE Date?__. Place of birth? 

. Residence address? _ . mine s 

. Name of Employer, Business eddrens?__ allt 





, Occupation? State fully duties performed __ — peste as sition 
. What accident or health insurance is carried or has been = pplid fer in this mpany or association? 


What ; elaine; if « any, have you ever made for injury or sickness 

(Give details) : i deactralnstiatsthatetiamtishitlniaedinctietith 

Have | you ever “had insurance "postponed, rated-up, r has a senewel ‘been, refused for life, "pocident, 
health or hospital expense insurance? If so, give details . $ deecpaaemetinenesianesrii amen on 


ATION 


Have you had medical or surgical advice or trea 
If so, give details. nsieingeaacnictaninipaliioanta ike ee 


APPLI(¢ 


Are you now in quod health and free or physical impairment or deformity? 
If not, give full details__.___ 


F 


Oo 


Have you ever had: Tuberculo Disease of Brain? ___Epilapey? ___ Syphitis?___ _.Uleer ?__.._Diabetes ? 

‘ous system ?_____ Rheumatism ?____Hernia?_____.Loss of Eye or Limb? 
Disease of Throat? —Impirment of Sight or Hearing?.Wmm_High or Low Blood Pressure?_ 
Gall Bladder or Kidn le?________Has an operation been advised and not performed? 


What were the details ‘ . Si eipiinilinntetapsiienmasien ati 


COPY 





Do you agree that the first a __.500__. on each dun shall 1 not be paid ‘ie ‘the Gessenyt.. . 
Do you represent each and all of the foregoing answers to be true and complete to the best of your knowledge and belief ?. 
Policy applied for this__.___ day of — 





Signature of Applicant" ——. patent 


mee Se ee Ss 











Countersigned by— jai Agent or Branch. 
Licensed Resident Agent. Broker... 


From IMP1001 3-52 Page One 





ep ia 
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Page Two 


Accident and Sickness Expense Payable 


If such injury or such sickness shall require treatment of the Insured by a legally qualified physician or surgeon, the 
Company will pay to the Insured, in excess of the Deductible specified on Page One, any of the various expenses listed here 
after which are recommended and approved by an attending physician and are incurred within One Hundred and Four (104) 
weeks after the date such injury is sustained or such sickness commences, but not more than a total of Five Thousand Dollars 
($5,000) as the result of any one accident or sickness: (a) Hospital charges for room and board and use of operating room, 
(b) Fees of physicians and surgeons, (c) Medical expenses in or out of hospital, including laboratory tests, transfusions, drugs, 
medicines, x-rays, anesthetics, rapeutics, diathermy, appliances, artificial limbs, use of iron lung or mechanical equipment, 
and local ambulance service, (d) Charges of licensed or graduate nurses not members of the Insured’s family. 


Exclusions 


This insurance shall not cover 

1. injury or sickness for which the Insured is entitled to benefits under any workmen's compensation or 
occupational disease act or law; 

2. childbirth, pregnancy or miscarriage; 

3. dental expenses, excepting repair or replacement of injured sound, unfilled, natural teeth; 

4. while operating, learning to operate or serving as a member of the crew of any aircraft; 

5. loss caused directly or indirectly: (a) by hostile or warlike action, including action in hindering, combat- 
ing or defending against an actual, or an immediately impending attack, (1) by any government or sovereign 
power, or by any authority maintaining or using military, naval or air forces; (2) by military, naval or air 
forces; (3) by an agent of any such government, power, authority or forces; (b) by insurrection, rebellion, 
revolution, civil war or usurped power, including any action in hindering, combating or defending against 


such an occurrence. Upon entering the armed forces a pro-rata return premium will be paid. 


Policy Provisions 


Entire Contract; Changes: This policy, including the 
endorsements and the attached papers, if any, constitutes the 
entire contract of insurance. No change in this policy shall 
be valid until approved by an executive officer of the Con 
pany and unless such approval be endorsed hereon or at- 
tached hereto. No agent has authority to change this policy 
or to waive any of its provisions 


Time Limit on Certain Defenses: (a) After three years 
from the date of issue of this policy no misstatements, except 
fraudulent misstatements, made by the applicant in the appli- 
cation for such policy shall be used to void the policy or to 
deny a claim for loss incurred after the expiration of such 
three year period; (b) No claim for loss incurred after three 
years from the date of issue of this policy shall be reduced 
or denied on the grounds that a disease or physical condition 
not excluded from coverage by name or a specific description 
effective on the date of loss had existed prior to the effective 
date of coverage of this policy 


Grace Period: Unless not less than five days prior to the 
premium due date the Company has delivered to the Insured 
or has mailed to his last address as shown by the records of 
the Company written notice of its intention not to renew this 
policy beyond the period for which the premium has been 
accepted, a grace period of 31 days will be granted for the 
payment of each premium falling due after the first premium, 
during which grace period the policy shall continue in force, 
subject to the right of the Company to cancel in accordance 
with the cancellation provision hereof. 


Proofs of Loss: Written proof of ‘oss must be furnished to 
the Company at its said office in case of claim for loss for 
which this policy provides any periodic payment contingent 
upon continuing loss within ninety days after the termination 
of the period for which the Company is liable and in case 
of claim for any other loss within ninety days after the date 
of such loss, Failure to furnish such proof within the time 
required shall not invalidate nor reduce any claim if it was 
not reasonably possible to give proof within such time, pro- 
vided such proof is furnished as soon as reasonably possible 
and in no event, except in the absence of legal capacity, later 
than one year from the time proof is otherwise required. 


Time of Payment of Claims: Indemnities payable under 
this policy for any loss other than loss for which this policy 
provides any periodic payment will be paid immediately upon 
receipt of due written proof of such loss. Subject to due 
written proof of loss, all accrued indemnities for loss for 
which this policy provides periodic payment will be paid 
at the expiration of each four weeks, and any balance remain- 
ing unpaid upon the termination of liability will be paid 
immediately upon receipt of due written proof. 


Payment of Claims: Al! indemnities of this policy will be 
payable to the Insured and any accrued indemnities unpaid at 
the Insured’s death will be payable to the estate of the Insured 


Physical Examinations and Autopsy: The Company at 
its own expense shall have the right and opportunity to 
examine the person of the Insured when and as often as it 
may reasonably require during the pendency of a Gaim 
hereunder and to make an autopsy in case of death where 


it is not forbidden by law. 
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Reinstatement: |{ any renewal premium be not paid within 
the.time granted the Insured for payment, a subsequent accept- 
ance of premium by the Company or by any agent duly 
authorized by the Company to accept such premium, without 
requiring in connection therewith an application for reinstate- 
ment, shall reinstate the policy; provided, however, that if the 
Company or such agent requires an application for reinstate- 
ment and issues a conditional receipt for the premium ten- 
dered, the policy will be reinstated upon approval of such 
application by the Company or, lacking such approval, upon 
the forty-fifth day following the date of such conditional 
receipt unless the Company has previously notified the Insured 
in writing of its disapproval of such application. The reinstated 
policy shall cover only loss resulting from such accidental 
injury as may be sustained after the date of reinstatement 
and loss due to such sickness as may begin more than ten 
days after such date. In all other respects the Insured and 
Company shall have the same rights thereunder as they had 
under the policy immediately before the due date of the 
defaulted premium, subject to any provisions endorsed hereon 
or attached hereto in connection with the reinstatement. Any 
premium accepted in connection with a reinstatement shall be 
applied to a period for which premium has not been previously 
paid, but not to any period more than sixty days prior to 
the date of reinstatement. 


Notice of Claim: Written notice of claim must be given to 
the Company within twenty days after the occurrence or 
commencement of any loss covered by the policy, or as soon 
thereafter as is reasonably possible. Notice given by or on 
behalf of the Insured to the Company at its Home Office 
in New York, New York, or to any authorized agent of the 
Company, with information sufficient to identify the Insured, 
shall be deemed notice to the Company. 


Claim Forms: The Company, upon receipt of a notice of 
claim, will furnish to the caimant such forms as are usually 
furnished by it for filing proofs of loss. If such forms are not 
furnished within fifteen days. after the giving of such notice 
the claimant shall be deemed to have complied with the 
requirements of this policy as to proof of loss upon submit- 
ting, within the time fixed in the policy for filing proofs of 
loss, written proof covering the occurrence, the character 
and the extent of the loss for which claim is made. 


Legal Actions: No action at law or in equity shall be 
brought to recover on this policy prior to the expiration of 
sixty days after written proof of loss has been furnished in 
accordance with the requirements of this policy. No such ac- 
tion shall be brought after the expiration of three years after 
the time written proof of loss is required to be furnished. 


Cancellation: The Company may cancel this policy at any 
time by written notice delivered to the Insured, or mailed 
to his last address as shown by the records of the Company, 
stating when, not less than five days thereafter, such cancella- 
tion shall be effective; and after the policy has been con- 
tinued beyond its original term the Insured may cancel this 
policy at any time by written notice delivered or mailed to 
the Company, effective upon receipt or on such later ‘date 
as may be specified in such notice. In the event of cancella- 
tion, the Company will return promptly the unearned portion 
of any premium paid. If the Insured cancels, the earned pre- 
mium shall be computed pro-rata. If the Company cancels, the 
earned premium will be computed pro-rata. Cancellation shall 
be without prejudice to any claim originating prior to the 
effective date of cancellation. 


Conformity with State Statutes: Any provision of this 
policy which, on its effective date, is in conflict with the 
statutes of the state in which the Insured resides on such 
date is hereby amended to conform to the minimum require- 
ments of such statutes. 


Assignment: No assignment of interest under this policy 
shall be binding upon the Company unless and until the 
original or a duplicate thereof is filed at the Home Office. 
The Company does not assume any responsibility for the 
validity of an assignment. 


Renewal: This policy may be renewed subject to the consent 
of the Company from term to term, by the payment of the 
premium in advance at the Company's premium rate in force 
at the time of renewals. The Company's acceptance of pre- 
mium shall constitute its consent to renew. 


THIS SPACE FOR ATTACHMENT OF RIDERS, IF ANY 
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Errective Dats 
INDIVIDUAL EXCESS MEDICAL EXPENSE POLICY 


A 7 : Policy No. IMP 
Staeniv’ (A CAPTAS Sioce conpane) This Policy is cancellable by the 


y 8 whomny Company Company and provides indemnity 


for Hospital, Surgical, Medical and 

Nurse Expense, not covered under 

any Workmen's Compensation or 

“7 Occupational Disease Act or Law, 

caused by Accidental Bodily Injuries 

Address: or by Sickness, as herein limited 
L ‘and provided. 


Additional Provisions 
1. Throughout this policy, wherever the words “disease” and “sickness” are used, they are to be taken as equivalents 
of each other. 


2. Recurrent attacks or symptoms arising out of the same condition shall be considered as one accident or one sickness, 
as the case may be. 


3. No provision of the charter, constitution or by-laws of this Company shall be used in defense of any claim arising 
under this policy unless such provision is incorporated in full in this policy. 
Gu Miitress Wheresi, the PHOENIX INDEMNITY COMPANY has caused this Policy to be signed by its President and 
Secretary, but this Policy shall not bind the Company unless countersigned by a duly authorized representative of the Company. 


President 
Page Four 


46293—54— pt. 316 
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‘This Policy is cancellable by the Company and provides indemnity for Hospi , Medical and Nurse" 
Expense, not covered under any Workmen’s Compensation or nba et ct or Law, caused by Ac- 
cidental Bodily Injuries or by 


cvvided [IN : Sickness, as herein limited and 
oxo 
OLE 


HEAD OFFICE: NEW YORK A NEW YORK CORPORATION 


(A Stock Insurance Company, herein called the Company ) 


HEREBY INSURES herein called the Insured. 
Limit of Payment Five Thousand Dollars ($5000). Premium Dollars. Amount of Dedugtible _....____Dollars, 
Term_______months from the ___day of ——_____ 19 . beginning and ending\g! 

place of the Insured’s residence address. The considerations for this insurance are the statements in the application. cap 

hereof, and payment of the above stated premium. This insurance is against loss resulting from accidental bpdil y 

is in force, herein called such injury, and from sickness which is contracted and begins after this policy ba ee in! a in force for not less 
than thirty (30) days, and causes loss commencing while this policy is in force, herein called such sicky K pub} t to all the provisions, excep- 
tions, limitetions and reductions of the policy. 


V 
1. What is your full name? xn 
WY 





2. Residence Address? _ 





Height? ft. in. Weight? Ibs. Sex? 





Name of Employer, Business address ? 
Occupat yon ? 








6. What accident or health insurance do you 

yg. Have you ever had life, accident or heal 4 
insurance declined, cancelled, postponed, 

__refused, rated up or not renewed? bg 

8. What claims, if any, have you ever made iz A 


for injury or sickness and with what on\ 
a 


ae 

__ panies and in what amounts? SS, 

9. Have you within the past five years had \ . _ ate? Ailment? 
medical or surgical advice or treatfhent\er 
any departures from good health? he 

10. Have you ever had (reply to gach Y 
Aa operation ?___s Epilepsy 2 
Diabetes?_.____E ZS Heart trouble > Tuberculosis?____mmmtmtDefonmnity ?. 
Rheumatism ?____@_¢v¥___. _Hémia?___Loss of eye or limb?___Disease of throat? 
Disease of Nerves or Beal?) = _________ Impairment of sight or hearing ?__ 
High or Low Biéod Prestue 7 Gall bladder or kidney trouble? 
Has an operatiog Dpenadviset| and not performed ? 
What were t delays of above? 


IT. De yo6 paige.that the fist $ ———on each claim shall not be paid by the Company? 
i2. Do xou Jepresent the foregoing answers to be true and complete, to the best of your knowledge and belief? 
Policy ‘epéled fgt this __ pentilitbied day of. Snes 

Ia Witness W jrereof I attach my signature. 


Zz 
~ 
o 
< 
< 


COPY OF 





Applicant 


Countersigned by __ 
R25402 Spec. 3M 12-51 “=" Page One Licensed Resident Agent 








as 





> Vink mmecet het TEN. 


oe 


6 iat OLY 


ee 





i 


Soha Le anc 
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Page Two 


Expenses Payable 


If such injury or such sickness shall require treatment of the Insured by a legally qualified physician or surgeon, the Company 
will pay to the Insured, in excess of the Deductible specified on Page One, any of the various expenses listed hereafter which are 
recommended and approved by an attending physician and are incurred within two years aiter the date such injury is sustained dr 
such sickness commences, but not more than a total of Five Thousand Dollars ($5000) as the result of any one accident or sickness : 


1. Hospital charges for room and board and use of operating room; 
2. Fees of physicians and surgeons ; 


3. Medical expenses in or out of hospital, including laboratory tests, transfusions, drugs, medicines, x-rays, anesthetics, thera- 
peutics, diathermy, appliances, artificial limbs, use of iron lung or mechanical equipment, and local ambulance service; 


4. Charges of licensed or graduate nurses not members of the Insured’s family. 


Exclusions 
This insurance shall not cover 
1. imjury or sickness for which the Insured is entitled to benefits under any workmen's compensation or occupational dis- 
ease act or law; 
childbirth, pregnancy or miscarriage; 
dental expenses, excepting repair or replacement of injured sound, unfilled, natural teeth; 
while operating, learning to operate or serving as a member of the crew of any aircraft; 


loss caused by war or any act of war, or suffered while in military or naval service of any country at war. Upon enter- 
ing the armed forces of any country at war a pro rata return premium will be paid. 


on 


Policy Provisions 


Entire Contract; Changes: This policy, including the endorsements and the attached , if any, constitutes the entire 
contract of insurance. No change in this policy shall be valid until approved by an executive of the Company and unless such 
approval be endorsed hereon or attached hereto. No agent has authority to change this policy or to waive any of its provisions. 


Time Limit on Certain Defenses: (a) After three years from the date of issue of this policy no misstatements except fraud- 
ulent misstatements, made by the applicant in the application for such policy shall be used to void the policy or to deny a claim for 
loss incurred after the expiration of such three year period. (b) No claim for loss incurred after three years from the date of issue 
of this policy shall be reduced or denied on the grounds that a @isease or physical condition not excluded from coverage by name 
or specific description effective on the date of loss had existed prior to the effective date of coverage of this policy. 


Grace Period: Unless not less than five days prior to the premium due date the Company has delivered to the Insured or 
has mailed to his last address as shown by the records of the Company written notice of its intention not to renew this policy beyond 
the period for which the premium has been accepted, a grace period of thirty-one days will be granted for the payment of each pre- 
mium falling due after the first premium, during which grace period the policy shall continue in force, subject to the right of the 
Company to cancel in accordance with the cancellation provision hereof. 


Reinstatement: If any renewal premium be not paid within the time granted the Insured for payment, a subsequent accept- 
ance of premium by the Company or by any agent duly authorized by the Company to accept such premium, without requiring in 
connection therewith an application for reinstatement, shall reinstate the policy; provided, however, that if the Company or such 
agent requires an application for reinstatement and issues a conditional receipt for the premium tendered, the policy will be rein- 
stated upon approval of such application by the Company or, lacking such approval, upon the forty-fifth day following the date of 
such conditional receipt unless the Company has previously notified the Insured in writing of its disapproval of such application. 
The reinstated policy shall cover only loss resulting from such accidental injury as may be sustained after the date of reinstatement , 
and loss due to such sickness as may begin more than ten days after such date. In all other respects the Insured and the Company 
shall have the same rights thereunder as they had under the policy immediately before the due date of the defaulted premium, sub- 
ject to any provision endorsed hereon or attached hereto in connection with the reinstatement. Any premium accepted in connection 
with a reinstatement shall be applied to a period for which premium has not been previously paid, but not to any period more than 
sixty days prior to the date of reinstatement. 


Notice of Claim: Written notice of claim must be given to the Company within twenty days after the occurrence or com- 
mencement of any loss covered by the policy, or as soon thereafter as is reasonably possible. Notice given by or on behalf of the 
Insured to the Company at 150 William Street, New York City; or to.aty authorized agent of the Company, with information suf- 
ficient to identify the Insured, shall be deemed notice to the Company. 


Claim Forms: The Company, upon receipt of notice of claim, will furnish to the claimant such forms as are usually fur- 
nished by it for filing proofs of loss. If such forms are not furnished within fifteen days after the giving of such notice, the claimant 
shall be deemed to have complied with the requirements of this policy as to proof of loss upon submitting, within the time fixed in 


Sow for filing proofs of loss, written proof covering the occurrence, the character and the extent of the loss for which claim is 
made. 





828 PRESIDENT’S HEALTH RECOMMENDATIONS 


Proofs of Loss: Written proof of loss must be furnished to the Company at its said office in case of claim for loss for which 
this policy provides any periodic payment contingent upon continuing loss within ninety days after the termination of the period for 
which the Company is liable and in case of claim for any other loss within ninety days after the date of such less. Failure to furnish 
such proof within the time required shall not invalidate nor reduce any claim if it was not reasonably possible to give proof within 
such time, provided such proof is furnished as soon as reasonably possible and in no event, except in the absence of legal capacity, 
later than one year from the time proof is otherwise required. 


Time of Payment of Claims: Indemnities payable under this policy for any loss other than loss for which this policy pro- 
vides any periodic payment will be paid immediately upon receipt of due written proof of such loss. Subject to due written proof of loss, 
all accrued indemnities for loss for which this policy provides periodic payment will be paid at the expiration of each month and any 
balance remaining unpaid upon the termination of liability will be paid immediately upon receipt of due written proof. 


Payment of Claims: All Indemnities of this policy will be payable to the Insured and any accrued indemnities unpaid at the 
Insured’s death will be payable to the estate of the Insured. 


Physical Examination: The Company at its own expense shall have the right and opportunity to examine the person of the 
Insured when and as often as it may reasonably require during the pendency of a claim hereunder and to make an autopsy in case 
of death where it is not forbidden by law. 


Legal Actions: No action at law or in equity shall be brought to recover on this policy prior to the expiration of sixty days 
after written proof of loss ‘thas been furnished in accordance with the requirements of this policy. No such action shall be brought 
after the expiration of three years after the time written proof of loss is required to be furnished. 


: The Company may cancel this policy at any time by written notice delivered to the Insured, or mailed to his 
last address as shown by the records of the Company, stating when, not less than five days thereafter, such cancellation shall be ef- 
fective; and after the policy has been continued beyond its original term the Insured may cancel this policy at any time by written 
notice delivered or mailed to the Company, effective upon receipt or on suchrlater date as may be specified in such notice. In the event 
of cancellation, the Company will return promptly the unearned portion of any premium paid. If the Insured cancels, the earned pre- 
mium shall be computed by the use of the short-rate table last filed with the state official having supervision of insurance in the state 
where the Insured resided when the policy was issued. If the Company cancels, the earned premium will be computed pro-rata. Can- 
cellation shall be without prejudice to any claim originating prior to the effective date of cancellation. 


Conformity with State Statutes: Any provision of this policy which, on its effective date, is in conflict with the statutes of the 
state in which the Insured resides on such date is hereby amended to conform to the minimum requirements of such statutes. 


: No assignment of interest under this policy shall be binding upon the Company unless and until the original or a 
duplicate thereof is filed at the Head Office. The Company does not assume any responsibility for the validity of an assignment. 


Renewal: This policy may be renewed subject to the consent of the Company from term to term, by the payment of the pre- 
mium in advance at the Company's premium rate in force at the time of renewals. The Company's acceptance of premium shall con- 
stitute its consent to renew. 

~ 


THIS SPACE FOR ATTACHMENT OF RIDERS, IF ANY 









»~ Pra 


a 


's 
it 


is 


it 


te 


7 LR eer eat Cp eerie RDPB 


| 





PRESIDENT’S HEALTH RECOMMENDATIONS 


. | This Policy is cancellable by the Rootes 
oa ti indemnity for Hospitel, Sur- 
Medical and Nurse Expense, not cov- 
~~ under any Workmen's Compensation 
or Occupational Disease Act or Law, caused 
by Accidental Bodily Injuries or by Sick- 
ness, as herein limited and provided. 


Issued to 


new YORK 30.6 


WEAD OFFICE 


e 
> a: 
a 
ee apt 2 


AM STREET 





THE ROYAL INDIVIDUAL 
MEDICAL EXPENSE POLICY 


Effective Date 


WO Writ 


aw No. RUI 


Additional Provisions 
1, Throughout this policy, wherever the words “disease” and “siclahess” are used, they are to be taken as equivalents of each other. 


2. Recurrent attacks or symptoms arising out of the same condition shall be considered as one accident or one sickness, as the case 
may be. 


3. No provision of the charter, ee of this Company shall be used in defense of any claim arising under this 
policy unless such provision is incorporated in fult in this policy. 


IN WITNESS WHEREOF, the Royat Inpewnwrry Company has caused this policy to be by its President, and 
attested by its Secretary, but the mo shall not be binding upon the Company unless countersigned on One by a duly author- 


SPECIMEN 
COPY 
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Connecticut General 
Life Insurance Company 


Hartford, Connecticut 


(A Stock Company) 


In consideration of the ~ copy of which is attached hereto and made a part hereof, and the payment of 
the premium hereinafter stated, the Company 


HEREBY INSURES 


in accordance with the terms of this Policy for a term of months from 
beginning and ending at 12:01 A.M. Standard Time, of the place where the Insured resides, 


Premium $ 
Deductible Amount 8 


and agrees that, subject to the pfovisions, conditions, limitations and exclusions contained herein, if the Insured 
shall be confined in a hospital while insured under this Policy, the Company will pay to the Insured an amount equal to 
75% of the Covered Expenses, as defined below, after first deducting from such@expenses the Deductible Amount 
shown above, and subject to a maximum payment of $5,000. 


Covered Expenses shall include 


(1) charges made by the hospital for room and board and wohl apt ert st supplies, 


(2) charges for treatment by any duly licensed physiqgn, for medical supplies and for full-time nursing 
services by a trained nurse other than a mem! ¢ Insured’s family, provided such charges are 
incurred during the period of hospita! confinemen for treatment of the condition requiring hospital 
confinement and are incurred within the six month? period immediately following confinement, and 


(8) charges by a duly licensed physician or ‘Qa for diagnosis or treatment of the condition requiring 
hospital confinement incurred within the @wo Wmonths’ period preceding such confinement, but not in the 
aggregate more than $200, 


provided, however, that Covered Expenses Kean only charges for care and treatment prescribed by the 
attending physician as necessary and such charges shall not exceed the regular and customary charges therefor. 


Two or more successive hospital con nts for the same cause separated by an interval of less than six months 
shall be considered as one period of hospital confinement and only one Deductible Amount shall apply. 


g MAXIMUM PAYMENT 
The maximum gmount payabl# for expenses incurred by the Insured in connection with the same or related causes 
shall be $5,000, a of the number of separate hospital confinements. 


DEFINITIONS 


HOSPITAL. The term hospital means a legally constituted hospital providing facilities for the care and treatment, 
medical and surgical, of both sick and injured patients. 


CONFINEMENT. Confinement in a hospital means confinement for a period of at least eighteen consecutive 


EXCLUSIONS 


The insurance under this Policy does not cover, and no payment shall be made for, expenses incurred in connection 

with 
regnancy, childbirth or miscarriage, 

intentionally self-inflicted injuries or attempted suicide, whether sane or insane, 
confinement, in any Federal hospital, 
treatment of nervous or mental disease or disorder except charges incurred while confined in a general 
hospital not specializing in the treatm-nt of nervous or mental diseases or disorders, 
dental work, except charges made necessary by injury to natural teeth, 
injuries sustained as a result of travel or flight in any aircraft if the Insured is a pilot or member of the 
crew or if the aircraft is being operated for aviation training, 
disease contracted or injuries sustained as a result of war, declared or undeclared, or any act of war, 
disease contracted or injuries sustained while in the military, naval or other armed service of any country, 
and the pro rata unearned premium for any period during which the Insured is in such service will be 
returned to the Insured upon request, 
cosmetic surgery, unless occasioned by accidental injury. 
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POLICY PROVISIONS 


Entire Contract; Changes: This Policy, including the 
endorsements and the attached papers, if any, constitutes 
the entire contract of insurance. No change in this Policy 
shall be valid until approved by an executive officer of the 
Company and unless such approval be endorsed hereon or 
attached hereto. No agent has authority to change this 
Policy or to waive any of its provisions. 


Time Limit on Certain Defenses: (a) After three years 
from the date of issue of this Policy no misstatements, ex- 
cept fraudulent misstatements, made by the applicant in 
the application for such Policy shall be used to void the 
Policy or to deny a claim for loss incurred after the expira- 
tion of such three year period. 

(b) No claim for loss incurred after three years from the 
date of issue of this Policy shall be reduced or denied on the 
ground that a disease or physical condition not excluded 
from coverage by name or specific description effective on 
the date of loss had existed prior to the effective date of 
coverage of this Policy. 


Grace Period: Unless not less than five days prior to the 
premium due date the Company has delivered to the In- 
sured or has mailed to his last address as shown by the 
records of the Company written notice of its intention not 
to renew this Policy beyond the period for which the pre- 
mium has been accepted, a grace period of thirty-one days 
will be granted for the payment of each premium falling 
due after the first premium, during which grace period the 
Policy shall continue in force subject to the right of the 
Company to cancel in accordance with the cancellation 
provision hereof. 


Reinstatement: If any renewal premium be no! paid 
within the time granted the Insured for payment, a sub- 
sequent acceptance of premium by the Company or by an: 
agent duly authorized by the Company to accept soak 
premium, without requimng in connection therewith an 
application for reinstatement, shall reinstate the Policy; 
provided, however, that if the Company or such agent 
requires an application for reinstatement and issues a con- 
ditional receipt for the premium tendered, the Policy will be 
reinstated upon approval of such application by the Com- 
pany or, lacking such approval, upon the forty-fifth day 
following the date of such conditional receipt unless the 
Company has previously notified the Insured in writing of 
its disapproval of such application. The reinstated Policy 
shall cover only loss resulting from such accidental injury as 
may be sustained after the date of reinstatement and loss 
due to such sickness as may begin more than ten days after 
such date. In all other respects the Insured and Company 
shall have the same rights thereunder as they had under the 
Policy immediately before the due date of the defaulted 
premium, subject to any provisions endorsed hereon or at- 
tached hereto in connection with the reinstatement. Any 
premium accepted in connection with a reinstatement shall 
be applied to a period for which premium has not been pre- 
viously paid, but not to any period more than sixty days 
prior to the date of reinstatement. 


Notice of Claim: Written notice of claim must be given 
to the Company within twenty days after the occurrence or 
commencement of any loss covered by the Policy, or as 
soon thereafter as is reasonably possible. Notice given by 
or on behalf of the Insured to the Company at Hartford, 
Connecticut, or to any authorized agent of the Company, 
with information sufficient to identify the Insured, shall be 
deemed notice to the Company. 


Claim Forms: The Company, upon receipt of a notice 
of claim, will furnish to the claimant such forms as are 
usually furnished by it for filing proofs of loss. If such 
forms are not furnished within fifteen days after the giving 


of such notice the claimant shall be deemed to have com- 
plied with the requirements of this Policy as to proof of loss 
upon submitting, within the time fixed in the Policy for 
filing proofs of loss, written proof covering the occurrence, 
the character and the extent of the loss for which claim is 
made. 


Proofs of Loss: Written proof of loss must be furnished 
to the Company at its said office within ninety days after 
the date of the loss for which claim is made. Failure to fur- 
nish such proof within the time required shall not invalidate 
nor reduce any claim if it was not reasonably possible to give 
proof within such time, provided such proof is furnished as 
soon as reasonably cotallie and in no event, except in the 
absence of legal capacity, later than one year from the time 
proof is otherwise required. 


Time of Payment of Claims: Al! indemnities payable 
under this Policy will be paid immediately upon receipt of 
due written proof of loss. 


Payment of Claims: All indemnities of this Policy will 
be payable to the Insured and any accrued indemnities 
unpaid at the Insured’s death will be payable to the estate 
of the Insured. 


Physical Examinations: The Company at its own ex- 
pense shall have the right and opportunity. to examine the 
person of the Insured when and as often as it may reason- 
ably require during the pendency of a claim hereunder. 


Legal Actions: No action at law or in equity shall be 
brought to recover on this Policy prior to the expiration of 
sixty days after written proof of loxs has been furnished in 
accordance with the requirements of this Policy. No such 
action shall be brought after the expiration of three years 
oo time written proof of loss is required to be fur- 
nished. 


Cancellation: The Company may cancel this Policy at 
any time by. written notice delivered to the Insured, or 
mailed to his last address as shown by the records of the 
Company, stating when, not less than five days thereafter, 
such cancellation shall be effective; and after the Policy 
has been continued beyond its original term the Insured 
may cancel this Policy at any time by written notice 
delivered or mailed to the Company, effective upon receipt 
or on such later date as may be specified in such notice. In 
the event of cancellation, the Company will return promptly 
the unearned portion of any premium paid. If the Insured 
cancels, the earned premium shall be computed by the use 
of the short-rate table last filed with the state official 
having supervision of insurance in the state where the In- 
sured resided when the Policy was issued. If the Company 
cancels, the earned premium shall be computed pro rata. 
Cancellation shall be without prejudice to any claim orig- 
inating prior to the effective date of cancellation. 


Conformity With State Statutes: Any provision of this 
Policy which, on its effective date, is in conflict with the 
statutes of the state in which the Insured resides on such 
date is hereby amended to conform to the minimum require- 
ments of such statutes. 


Assignment: No assignment of interest under this Policy 
shall be binding upon the Company unless and until the 
original or a duplicate thereof is filed at the Home Office of 
the Company, which does not assume any responsibility for 
the validity thereof. 


Renewal: Subject to the consent of the Company, this 
Policy may be renewed from term to term by the payment 
of the premium at the Company's premium rate in force 
at the time of renewals. 


In Witness Whereof, The Connecticut General Life Insurance Company has caused this Policy to be signed by its President 
and a Secretary but it shall not be binding upon the Company unless countersigned by a duly authorized representative of 


the Company. 


Secretary 


Countersigned 5. eenecneeneeens 


URIrde 


“Licensed Revident Agent. SSS 
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Connecticut General 
Life Insurance Company 


Hartford, Connecticut 


RECOMMENDATIONS 


IMPORTANT NOTICE 
Read the copy of the application 
which is made a part of this Policy 
and Notify The Company Immedi- 
ately of any omissions or errors.‘ 
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The Equitable 


Life Assurance Society 
of the United States 


Richard Roe 





A MUTUAL COMPANY 
ORGANIZED JULY 26, 1859 


THE INSURED: 








COVERED PERSONS: Richard Roe, Mary Roe, Susan Roe 
DEDUCTIBLE AMOUNT: $500 
BENEFIT LIMIT: $7500 
DATE COVERAGE COMMENCES: January 1, 1954 
INITIAL PERIOD OF COVERAGE: 12 months 
INITIAL PREMIUM: $89.33 
DATE OF ISSUE: January 10, 1954 
BENEFITS 


A. The Society will pay benefits equal to Three Quarters of the Covered Changes in excess of $500 which are in- 
curred on behalf of a Covered Person as a result of an accident or a sickness; provided 


1, Covered Charges of at least $500 are incurred for such accident or sickness within a sixty-day period and 
while this policy is in force; and 


2. Benefits will be payable only with respect to those Covered which are incurred (a) within a year 
from the beginning of the sixty-day period, and (b) within any further period during which the Covered 
Person is continuously coufined as a registered bed patient in a hospital if the confinement commenced prior 
to the expiration of such year; and 


3. The total benefit payable under this policy, including renewals thereof, with respect to any one accident or 
sickness and all recurrences and related conditions I] not exceed $7500; and 


4. The payment of any benefits shall be subject to the exceptions under the provision, Charges Not Covered, 
and to the further provisions of this policy. 


B. If Covered Charges are incurred with respect to the same accident or sickness while this policy is in force and 
after the -period for which benefits are payable under Section A of this provision and if the Benefit Limit has 
not been exceeded, further payments will be made in accordance with the terms of such Section A as if it were a new 
accident or sickness, except that the maximum payable under this policy, including renewals thereof, with respect to a 
Covered Person as a result of any one accident or sickness and all recurrences and related conditions shall in no event 
exceed $7500. 


C. If Covered Charges are incurred on behalf of two or more Covered Persons as a result of the same accident, the 
Covered Charges will be combined in determining the beginning of the sixty-day period for each Covered Person, and 
only one Deductible Amount will be applied in computing benefits payable. In other respects the terms of Section A 
of this provision will apply to each Covered Person separately. 

D. Payment of the Benefit Limit with respect to Covered Charges incurred on behalf of a Covered Person as the re- 
sult of one accident or sickness and all recurrences and related conditions shall not Jude the payment of additional 


benefits with respect to Covered Charges incurred on behalf of the same Covered arising from a different and 
entirely unrelated accident or sickness. 


The provisions of the subsequent pages hereof form a part of this policy. This policy is executed at the Home Office 
of the Society in New York on the Date of Issue. 


SPECIMEN Seceary SPECIMEN Presiden: 
SPECIME 
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MAJOR MEDICAL EXPENSE POLICY 
Renewable Only With the Consent of the Society, as Set Forth in the Provision, Renewal, on Page 3 
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COVERED CHARGES 


Covered Charges shall consist of the charges for the following services, supplics and treatments furnished, to the extent 
prescribed as necessary by the attending physician, but in no event shall Covered Charges exceed the regular and cus- 
tomary charges for such services, supplies and treatments 

A. Medical or surgical treatment by a physician 


B. Hospital room and board, drugs and medications for use while the Covered Person is confined in a hospital, 
and other medical and surgical services and supplies provided by a hospital 


Private duty nursing service by a registered nurse 
Other services, supplies and treatments, as follows 
i local ambulance service; 
artificial limbs or cyes; 
casts, splints, trusses, braces or crutches; 
oxygen and the rental of equipment for the administration thereof ; 
the rental of a wheel chair, a hospital-type bed, an iron lung or other mechanical equipment required 
for the treatment of respiratory paralysis ; 
x-ray services; 
laboratory tests; 
the use of radium and radio-active isotopes; 
physiotherapy 


CHARGES NOT COVERED 


A. Charges incurred for or in the course of maternity confincment or prenatal or postnatal care shall not be covered 
under this policy, except that in the case of any complication incident to pregnancy other than a surgical procedure 
for delivery of a child or children, the Society wil pay benefits calculated in accordance with the Benefits provision but 
based only on the amounts of charges in excess of those which would have been incurred in the absence of such com- 
plication, as determined on the basis of the regular and customary charges therefor 


B. Charges shall not be covered under this policy if such charges are incurred for services, supplies, or treatment 

1. not recommended and approved by a legally qualified physician; or 

2. furnished in a Federzl hospital; or 

3. resulting from war, declared or undeclared, including armed aggression resisted by the armed forces of any 
country, international organization or combination of countries, or 

4. for any member of the military or naval or air forces of any country; or 

5. for nervous or mental disease or disorder; or 

6. for injury or disease with respect to which benefits are payable under any Workmen's Compensation or 
Occupational Disease Act or Law. 


Charges shall not be covered under this policy for 
1. dentistry or dental x-rays, except as required because of accidental injury of sound, natural teeth occurring 
while this policy is in force ; 
cosmetic surgery, unless occasioned by accidental injury occurring while this policy is in force or by a con- 
genital anomaly in a child born while this policy is in force 
eye refractions, eye glasses or the fitting thereof 
hearing aids or the fitting thereof ; 
transportation, except for local ambulance service ; 
drugs and medications which are purchased for use while the Covered Person is not confined in a hospital 


DEFINITIONS 


COVERED PERSON: A Covered Person is any person so named on the first page of this policy, the spouse or any child 
of the Insured added by amendment, and, from date of birth, a child born to the Insured while this policy is in force. 
The Insured shall be a Covered Person only if his name is included in the list of Covered Persons. 


A person will continue to be a Covered Person while this policy is in force, provided that: 


A. A child born to the Insured while no other children are Covered Persons will cease to be a Covered Person 
on the premium due date next following the date of his birth unless (i) written notice of his birth is received 
by the Society prior to such premium due date, and (ii) this policy is renewed by payment of a premium 
which includes the premium charge for such child. 


A person shall cease to be a Covered Person at the end of the period of coverage in which occurs (i) his 
sixty-fifth birthday, in the case of an adult, and (ii) the earlier of his eighteenth birthday or date of mar- 
riage, in the case of a child. 


If a Covered Person becomes a member of the military, naval, or air forces of any country, the Insured may 
request that such person cease to be a Covered Person as of the date of entry into such forces, and in that 
event the Society will allow a refund of any unearned premium. 


INSURED: The Insured hereunder shall be the person so designated on the first page of this policy until such per- 
son's death, and thereafter the Insured shall be the surviving spouse, if any, of such person, provided such spouse is 
then a Covered Person. If on any renewal premium due date, there is no person then occupying the status of Insured, 
this policy shall terminate on such renewal premium due date. Subject to the Society's approval, the Insured may make 
any change under this policy permitted by the Society,without the consent of any other person referred to in this policy. 


HOSPITAL A hospital is defined as a legally constituted and operated institution having organized facilities for the 
care and treatment of sick and injured persons, including facilities for diagnosis and surgery, and providing twenty- 
four hour nursing service and medical supervision. 
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CONSIDERATION AND PAYMENT OF PREMIUMS 


This insurance coverage is granted in consideration of the application for the policy, a copy of which is attached 
hereto and made part hereof at the Date of Issue, and of the payment to the Society of the Initial Premium 


Each premium is payable at the Home Office or to any duly authorized Cashier of the Society in exchange for a re- 
ceipt signed by the President, a Vice-President, Secretary or Treasurer, and countersigned by said Cashier 


RENEWAL 


While there is a person occupying the status of Insured, except as herein specified, this policy may be renewed at the 
expiration of a period of coverage for a like period, by the payment of the premium, for the persons to be covered, at 
the Society's premium rate at the time of renewal 


Unless this policy shall be renewed, this insurance coverage shall cease at the end of the period of coverage for which 
the premium has last been paid, except as specified in the provision, Grace Period. The period of coverage may be 
changed, with the Society's written approval, and upon payment of the required premium, provided the period shall be 
twelve months, six months or three months 


This policy may not be renewed, however, if at least fifteen days prior to the premium due date the Society has de- 
livered to the Insured or has mailed to his last address as shown by the records of the Society written notice of its in- 
tention not to renew this policy. The Society will not refuse renewal of this policy solely on the basis of a change in the 
physical condition of any person after he became a Covered Person. Refusal to renew will not prejudice any existing 
claim for benefits. 


DIVIDENDS 


This policy is a participating contract. The proportion of divisible surplus accruing upon this policy shall be ascer- 
tained annually by the Society. On any anniversary of the Date Coverage Commences, any surplus apportioned to this 
policy as a dividend for the year then ending shall be paid to the Insured, provided premiums have been duly paid 


to such anniversary 


NOTE—It is not anticipated that there will be any surplus apportionable to this policy for at least three years after 
the Date Coverage Commences 


GENERAL PROVISIONS 


ENTIRE CONTRACT; CHANGES: This policy including endorsements and attached papers, if any, constitutes the entire 
contract of insurance. No change in this policy shall be valid until approved by the President, a Vice-President, the 
Secretary, the Treasurer, a Registrar, or an Assistant Registrar of the Society and unless such approval be endorsed 
hereon or attached hereto. No agent has authority to change this policy or to waive any of its provisions, or to accept 
a premium on behalf of the Society subsequent to the Initial Premium. 


TIME LIMIT ON CERTAIN DEFENSES: After two years from the Date of Issue of this policy no misstatements, except 
fraudulent misstatements, made by the applicant in the application for such policy shall be used to void the policy or 
to deny a claim for benefits arising from Covered Charges incurred after the expiration of such two-year period 


No claim for benefits arising from Covered Charges incurred after two years from the Date of Issue of this policy shall 
be reduced or denied on the grounds that disease or physical condition not excluded from coverage by name or 
specific description effective on the date of loss had existed prior to the Date Coverage Commences under this policy 


GRACE PERIOD: Unless not less than fifteen days prior to the premium due date the Society has delivered to the 
Insured or has mailed to his last address as shown by the records of the Society written notice of its intention not to 
renew this policy beyond the period for which the premium has been accepted, a grace period of thirty-one days 
without interest charge will be granted for the payment of each premium falling due after the Initial Premium, dur- 
ing which grace period the policy shall continue in force 


REINSTATEMENT: If any renewal premium be not paid within the time granted the Insured for payment, a subse- 
quent acceptance of premium by the Society or by any Cashier duly authorized by the Society to accept such premium 
without requiring in connection therewith an application for reinstatement, shall reinstate the policy; provided, how- 
ever, that if the Society or such Cashier requires an application for reinstatement and issues a Conditional receipt for 
the premium tendered, the policy will be reinstated upon approval of such application by the Society or, lacking such 
approval, upon the forty-fifth day following the date of such conditional receipt unless the Society has previously 
notified the Insured in writing of its disapproval of such application. The reinstated policy shall cover only Covered 
Charges incurred as a result of an accident or a sickness occurring on or after the date of reinstatement. In all other 
respects the Insured and the Society shall have the same rights thereunder as they had under the policy immediately 
before the due date of the defaulted premium, subject to any provisions endorsed hereon or attached hereto in con- 
nection with the reinstatement 


Any premium accepted in connection with a reinstatement shall be applied to a period for which premium has not 
been previously paid, but not to any period more than sixty days prior to the date of reinstatement 


NOTICE OF CLAIM: Written notice of claim must be given to the Society within twenty days after the sixty-day 
period during which the Covered Charges exceed the Deductible Amount, or as soon thereafter as is reasonably pos- 
sible. Notice given by or on behalf of the Insured to the Society at its Home Office, 393 Seventh Avenue, New York 1, 
New York, or to any authorized agent of the Society, with information sufficient to identify the Insured, shall be 
deemed notice to the Society 


CLAIM FORMS: The Society upon receipt of a notice of claim will furnish to the claimant forms for filing proof of 
loss. If such forms are not furnished’ within fifteen days after the giving of such notice, the claimant shall be deemed 
to have complied with the requirements of this policy as to proof of loss upon submitting, within the time fixed in 
the policy for filing proof of loss, written proof covering the occurrence, the character and the extent of the Covered 
Charges for which claim for benefits is made. 
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GENERAL PROVISIONS—(Continued) 


PROOF OF LOSS: Written proof of loss must be furnished to the Society at its Home Office within ninety days after 
the sixty-day period during which the Covered Charges exceed the Deductible Amount and thereafter with respect to 
the same accident or sickness within ninety days after the date a Covered Charge is incurred. Failure to furnish such 
proof within the time required shall not invalidate nor reduce any claim if it was not reasonably possible to give 
proof within such time, provided such proof is furnished as soon as reasonably possible and in no event, except in 
the absence of legal capacity, later than one year from the time proof is otherwise required 


TIME OF PAYMENT OF CLAIMS: Indemnities payable under this policy will be paid immediately upon receipt of 
due written proof 


PAYMENT OF CLAIMS: All indemnities of this policy will be payable to the Insured and any accrued indemnitics 
unpaid at the Insured’s death shall be payable to the estate of the Insured 


If any indemnity of this policy shall be payable to the estate of the Insured, or to an Insured who is a minor or other- 
wise not competent to give a valid release, the Society may pay such indemnity, up to an amount not exceeding 
$1000, to any relative by blood or connection by marriage of the Insured who is deemed by the Society to be equi- 
tably entitled thereto. Any payment made by the Society in good faith pursuant to this provision shall fully discharge 
the Society to the extent of such payment 


PHYSICAL EXAMINATIONS: The Society at its own expense shall have the right to and opportunity for physical ex- 


amination of the Covered Person when and as often as it may reasonably require during the pendency of a claim 
hereunder 


LEGAL ACTIONS: No action at law or in equity shall be brought to recover on this policy prior to the expiration of 
sixty days after written proof of loss has been furnished in accordance with the requirements of this policy. No such 
action shall be brought after the expiration of three years after the time written proof of loss is required to be furnished 


UNPAID PREMIUM: Upon the payment of a claim under this policy, any premium then due and unpaid or covered 
by any note or written order may be deducted therefrom 


AGE LIMIT: If the Society acecpts a premium for a Covered Person after the date this policy provides that such per- 
son shall cease to be a Covered Person because of age limit, the coverage for that person will continue in force until 
the end of the period for which such premium has been accepted 


In the event the age of a Covered Person had been misstated and if, according to the correct age of such person, the 
coverage provided by this policy for that person would not have become effective, or would have ceased prior to the 
acceptance of the premium or premiums therefor, then the liability of the Society shall be limited to the refund, upon 
request, of all premiums with respect to that person paid for the period not covered by the policy. 


CONFORMITY WITH STATE STATUTES: Any provision of this policy which, on the Date Coverage Commences, is 
in conflict with the statutes of the state in which the Insured resides on such date is hereby amended to conform to 
the minimum requirements of such statutes 


The Equitable 


mes /ife Assurance Society of the United States 


393 SEVENTH AVENUE NEW YORK 1. N.Y. 


MAJOR MEDICAL EXPENSE POLICY 
Renewable Only With the Consent of the Society—See Page 3 


L_____Richard Roe No. Specimen 
Date Coverage Commences___January 1, 1954 _ Initial Period of Coverage ___12 months _ 


Deductible Amount $500.00 Benefit Limit $7500.00 Initial Premium __§ 89.53 __ 
No, 6101 SERIES 95 


SPECIMEN POLICY 


NOTE—The General Provisions may vary to 
conform to state policy form requirements. 
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Mr. Fauixner. Thank you. 

This record demonstrates the ability and willingness of insurers to 
improve coverage and develop new types of coverage in response to 
new needs; indeed, private insurers are exerting every effort toward 
the accomplishment of all of the objectives in this legislation which 
are attainable through insurance. 

In no small measure the rapid expansion of voluntary insurance 
and its continuing improvement results directly from the open, free, 
and keen competition among 800 insurers—I repeat, sir, there are 800 
insurers—now active in accident and health insurance, plus the whole- 
some and vigorous competition between private insurance companies 
and voluntary prepayment plans such ones Cross and Blue Shield. 

Now, let us consider the second major part of the problem of financ- 
ing health-care costs. 

We should recognize that there are needs for assistance to meet such 
costs that are beyond the reach of insurance. Because of impaired 
health some people are not now insurable. There are some who, 
though satisfactory insurance risks otherwise, have not the means to 
pay the costs of insurance protection. Their needs are real and must 
be met by appropriate methods other than insurance. 

The risks of those who suffer from impaired health are not neces- 
sarily beyond the competence of the insurance industry. As a mat- 
ter of fact, many people who suffer from some impairment are now in- 
sured. They may be insured at a higher than standard premium or 
by appropriate adjustment in the insurance policy provisions. As the 
insurance business further develops substandard underwriting, the 
numbers of impaired risks ineligible for insurance will continue to 
be reduced. 

Incidentally, that has been the history of every substandard under- 
writing in life insurance and today approximately 8 percent of all 
life-insurance policies issued are issued to impaired risks. 

The problem of the indigent is of a distinctly different kind. The 
indigent do not have the funds with which to purchase insurance. 
The needs of these people must, of course, be met. Their needs should 
be met in the future, as they have in the past, by voluntary assistance 
and from public funds. Direct assistance is the most economic and 
efficient way to meet the needs of this group. Assistance agencies exist 
for this purpose at every level of government. To attempt to insure 
the indigent would place a heavier burden on the public, and would 
impair, 1f not eventually destroy, voluntary insurance. 

Some people who require public assistance at the time of illness have 
failed to samevdate thait need for protection. As more and more 
individuals become convinced that protection against health-care costs 
is an essential element in their economic security they will buy it. 

The Chamber of Commerce of the United States feels it most im- 
portant to present the facts of health insurance and health-care costs 
to the American public. To this end, the chamber is publishing a 
book entitled, “A k at Modern Health Insurance,” which shows the 
developments in all types of insurance coverages now available and the 
various health services now in operation. 

The public has a very important role to play in the financing of 
health-care costs. It is essential that adequate public funds be avail- 
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able supplementing voluntary aid to provide assistance for the 
indigent. 

A review of the amazing progress already made in meeting the need 
for financing of health-care costs establishes that the whole problem 
has been greatly narrowed within the past 2 decades, with the greatest 
progress made within the last 5 years. Private-insurance services now 
available and still expanding at a rapid rate will provide some degree 
of protection within a short time to nearly the entire population. 

As has been stated, more and more impaired risks are being insured. 
Even today insurance of the overaged is very largely a question of the 
willingness or ability of the older person to pay the premium for the 
insurance. 

Government reinsurance of health-insurance plans would introduce 
no magic into the field of financing health-care costs. Reinsurance 
‘an distribute risks among insurers, just as insurance distributes them 
among policyholders; but, no matter how far this distribution is car- 
ried, it must be sound to succeed. 

Reinsurance does not increase the ability of the insurer to sell pro- 
tection to the unwilling buyer. 

Reinsurance does not reduce the cost of insurance. 

Reinsurance does not make insurance available to any class of risk 
or geographic area not now within the capabilities of voluntary in- 
surers to reach. 

Senator Porretu. May I interrupt? 

Mr. Fautxner. Surely. 

Senator Purre.t.. Do you know the number of companies presently 
reinsuring health insurance? 

Mr. Fautxner. I would say, sir, that there are in excess of a dozen. 

We can, and will, very gladly supply a complete list. 

Senator Purrety. We would like to have it, if we might. 

Mr. FauiKner. Surely. 

Senator Purrets. And such other information that will help us un- 
derstand the extent of the coverage of reinsurance presently available. 

Mr. Fautxner. That is right, sir. 

The volume of health reinsurance done is not large in comparison to 
the total volume of health and accident premiums, because there isn’t 
the need for reinsurance in this field that there is in other insurance 
lines. There isn’t the concentration of risk that requires further 
distribution. 

That information will be supplied, sir. 

(The following letter was supplied for the record.) 


Aprit 30, 1954. 
Hon. WILt1AM A. PURTELL, 
Senate Office Building, Washington 25, D. 0. 


Dear SENATOR PuRTELL: Enclosed is a list of insurance companies which offer 
reinsurance for health and accident coverage. This is in accordance with the 
request which you made of Mr. Edwin J. Faulkner when he appeared before 
your subcommittee on April 20. 

We are taking steps to get sample copies of the policies issued by some of 
the companies which write ‘major medical” or “catastrophe” health and acci- 
dent insurance, and we will send these on to you as soon as we obtain them. 

I would like to take this opportunity to again thank you for permitting Mr. 
Faulkner to appear before you and also for the courteous manner in which you 
received him. 

Cordially yours, 


CraRENcE R. Mites. 
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Companies writing reinsurance exclusively including health and accident 


reinsurance 
Assets in 
excess of 
Employers Reinsurance Corp., Kansas City, Mo_._._._----__------ $52, 000, 000 
General Reinsurance Corp., New York__-.-.--------------------~~ 72, 000, 000 
North American Casualty & Surety Reinsurance Corp., New York... 57, 000, 000 
North American Reassurance Co., New York__----------------~-- 40, 000, 000 
Direct writing companies which also write health and accident rein- 
surance: 
American Casualty Co., Reading, Pa__...._.____-----------_-~-~- 36, 000, 000 
Business Men’s Assurance Co., Kansas City, Mo____.---_---_- 110, 000, 000 
Continental Casualty Co., Chicago_........----.-.-----...-- 172, 000, 000 
Great-West Life Assurance Co., Winnipeg___-_--_----------_- 446, 000, 000 
Imperial Life Assurance Co. of Canada, Toronto__.._..----~- 187, 000, 000 
Indemnity Insurance Co. of North America, Philadelphia, Pa__ 155, 000, 000 
Lincoln National Life Insurance Co., Fort Wayne, Ind__------- 562, 000, 000 
National Casualty Co., Detroit, Mich._......-..-..-.-------. 17, 000, 000 
Republic National Life Insurance Co., Dallas, Tex__-_-___---~- 60, 000, 000 
Secured Casualty Insurance Co., Indianapolis, Ind_._.---~-~~- 2, 000, 000 
og a ee RE a ES TA ee Ss 8, 000, 000 
Woodmen Accident Co., Lincoln, Nebr__._-----------------. 5, 000, 000 
Woodmen Central Life Insurance Co., Lincoln, Nebr__-.---~-~- 6, 000, 000 
World Insurance Co., Omaha, Nebr................----...--. 13, 00, 000 


Mr. Fautxner. The national chamber believes that were S. 3114 
enacted, the proponents of this legislation would be disappointed by 
its failure to aint its expressed purposes. These purposes could 
only be achieved if certain major conditions were abandoned. These 
are: 

That the reinsurance fund be self-sustaining ; 

That the Government be reimbursed for capital outlay ; and 

That socialization of medicine be avoided. 

In other words, these desirable major conditions would have to be 
jettisoned if the Federal health-insurance plan would provide any 
stimulus not now present for the expansion of voluntary insurance. 

Senator Purreiy. Let’s go back « bit, if you don’t mind. 

Mr. FautKner. Yes, sir. 

Senator Purreiy. You show the rapid growth of health coverage. 

Mr. FauLKner. Yes, sir. 

Senator Purreti. And I think your figures show in 1939 only 6 mil- 
lion were insured against the costs of hospitalization. Then you 
state: 

It is estimated that the number of people insured against the costs of hospi- 
talization has now risen to 100 million or more. 

Then you show the tremendous growth since 1939 to 1952. 

That indicated there was a need for this insurance, but caution has 
to be exercised in exploring new fields; is that not correct ? 

Mr. FavLKner. Yes, sir. 

Senator Purreix.. If the insurer had been assured against exces- 
sive loss in searching out these new fields, would it not have per- 
haps stimulated that coverage earlier and would it not have the same 
effect upon coverage we now need and don’t have ? 

Mr. Favixnrr. I believe not. Progress is necessarily a research 
job, and it takes time. Reinsurance facilities have been available 
in the private market over the years. This growth and this experi- 
mentation and this development that has taken place has taken place 
without any particular recourse to reinsurance. I doubt that Federal 
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reinsurance would further stimulate the rate at which development 
takes place. 

Senator Purtety. Incidentally, on page 3, Mr. Faulkner, you show 
there are a hundred million or more presently covered, but how ade- 
quately are they covered ¢ 

You say they are covered against the costs of hospitalization. We 
had figures here presented to us which indicated that about 19 percent 
of the cost of physicians is met by insurance and about 38 percent of 
the hospitalization costs is met by insurance. 

When you speak of a hundred million people or more being insured 
against the costs of hospitalization, actually it is to some extent in 
many instances very limited; is that correct? 

Mr. Fautxner. That is correct, sir. The adequacy of the coverage 
will vary from individual to individual. 

I presume the figures to which you were adverting, Senator, came 
from the Health Foundation study. 

Senator Purreityi. That is correct. 

Mr. FautKner. Sometimes one gains from those figures, I believe, 
a misimpression. We see a grand total of 10 billions of dollars or 
more spent by the American people for health care. Now, we must 
recognize, sir, I think, that large parts of those funds so expended 
are expended for routine health maintenance—dental service, annual 
checkups and drugs, and things of that kind—which do not constitute 
a tremendous financial obstacle to the average person. They are just 
a part of routine maintenance. 

Senator Purrery. But vou will agree, from the figures available to 
us—let’s change them, as you will; let’s jump your 19 to 38, if you 
wish—that there is still need for wider coverage ¢ 

Mr. Favutxner. The existing coverage, Senator, does range from 
narrow coverage to very broad coverage. 

In one case an individual may elect to buy rather restricted cover- 
age. In another he may have a better appreciation of his need and 
buy splendid, broad coverage. 

Senator Purrety, You may continue. 

Mr. Favuixnrr. §. 3114 would be an extremely broad delegation of 
authority to the Secretary of Health, Education, and Welfare. It 
presents several features which must be studied independently of the 
question of adaptability to the needs. Some of these considerations 
are: 

(1) The bill provides only the bare framework of a program, with 
implementation left to the discretion of the Secretary of Health, 
Education, and Welfare. This appears to be a delegation of legisla- 
tive power to an administrative official. 

Senator Purtrtu. May I interrupt there? 

Mr. Favtxner. Surely. 

Senator Pourrriz. Of course, this obviously is an experimental 
operation or project. It has got to be. It is a new field, and I think 
the testimony the Secretary gave here indicated that it is not her 
desire, in any way, to try to take or have the Federal Government 
take over in the fields that the States operate; but it is impossible and 
would be impossible, writing out a bill of this nature, to try to set up 
specifically many of the regulations, for instance, that ultimately will 
become a part of this legislation, if it is legislated, if it is passed, due 
to the experience we will gain in the first year or two of operation. 
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rent You understand that ? 

Mr. Fauixner. Yes, sir. We understand that Congress, in at- 
10W tempting to write legislation of this type, is rather between the horns 
.de- of adilemma. If you legislate detail, you pass an inflexible law. 

Senator Purrett. Would you say that again? 

We Mr. Fautxner. If you legislate the last detail, you pass an inflexi- 
‘ent 1 ble law. 
| of Senator Purret.. That is right. 

Mr. FaviKner. On the other hand, it is our contention that this 
red bill is too broad a delegation of what we conceive to be legislative 
. in ; authority, in that the Secretary is vested with the discretion on basic 

policy. She is vested with the discretion that will bring the law 
age into action or not, depending on her findings. 

No. 2. S. 3114 contemplates entry of the Federal Government into 
me j a business area served by private enterprise, with the tendency always 


present to weaken the foundations of a free economy. The bill con- 
tains provisions purporting to prevent competition with private en- 
Ve, 3 terprise, but these are inadequate. 
Senator Purrett. May I interrupt? 


er : When you speak about this question of the tendency to weaken 
led j the foundations of free industry by competing, as it were, with 
nal private enterprise, you are referring then, of course, to the fact we 
ute ; would be competing with the companies, the names of which you 
ust intend supplying the committee at some later date, who are presently 
i reinsuring ? 
tie 4 Mr. Facrxnrr. That is right; and, as I shall attempt to bring 
on : out later, Senator, the operation of the Federal plan, were the Federal 
i plan patronized by the direct insnrer, would tend to superimpose 
om | Federal dictation on the direct writing company, as well as providing 
competition with the reinsuring company. 
a : Senator Purtett. Of course, you understand this is an entirely 
afl voluntary plan and those who are reinsuring today we hope will 
continue to reinsure, and even to a greater extent. 
i Mr. FautKner. Yes, sir. 
of Senator Purrety. So, we are not trying to take that business from 
It them at all. 
h Mr. FautKner. We understand that. 
: : Senator Purretn. If they do all this reinsuring, I feel quite con- 
ns ; _ Senator FURTELL, ey. all g, 1 q 
fident the committee, or certainly this member of the committee, would 
th j be quite willing to have them do it. 
h | Mr. Favuixner. Yes, sir. Iamsureofthat. _ , 
Te . Senator Purretn. So, we are not trying to impose in the field 
| at all. : oe 
14 Mr. FautKner. No; but the danger lies in the fact to the extent 
{ the plan is patronized there is superimposed, almost for management 
je ; discretion, the diseretion of the Department of Health, Educ ation, 
‘k and Welfare, and the further fact that the rules of the game, being 
, set by the Department of Health, Education, and W elfare, may well 
nd be set in such a way that it is impossible for private companies to 
mt compete. 
ad Senator Purreti. May I read to you the testimony given by Mrs. 
i Hobby here? I said: 
1e I had some other questions here, Mrs. Secretary, but you have answered 


them all in your testimony, with these exceptions: First, I wondered if you 
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wanted to elaborate a bit on the matter of so few regulations in the bill. I 
think you did touch upon it before, but it would leave so much to the adminis- 
trative judgment of the Secretary ; would it not? 

Do you want to develop that? 


Mrs. Hobby said: 


Well, really, Mr. Chairman, we didn’t think we knew enough to write it any 
differently, and actually we hope there will be many types of plans that carriers 
will ask to have reinsured, and we could not envision enough to do that. 

Now, that is one place where we think the advisory committee will be so useful, 
in this respect, because they will be people who have had practical experience 
in this field: and I would think if this plan works well, Mr. Chairman, it will 
be changing almost from plan to plan. 


Then she asked Secretary Perkins to speak. He said: 


I think that Jast point is a very important one, and that is the changing and 
developing nature of health-insurance coverage. As we move forward in areas 
of major medical expense, and elimination of exclusions and that type of 
thing, the standards of eligibility would have to be changed in order to insure 
the program is one to promote continuing development rather than to preserve 
the status quo; and in order that we do not simply make the bill rigid, but 
do enable it to be flexible, so as to provide for continuing improvement, it 


seemed essential—and the consultants were unanimous in this point—that 
authority ought to be given to the Secretary to modify the standards of eligibility 
from time to time, which would be extremely difficult if they were written into 
the act itself. 

I want to point out what they are trying to do, obviously, from her 
testimony and from the bill itself, is to simply encourage wider cover- 
age, not to get in and compete with any private or, ganization. 

Mr. FacLKNer. We understand that is the intention, sir. It would 
seem to me, however, the testimony on that point would lend emphasis 
to the matter I suggested a minute ago, that there is a very vast dele- 

gation of what is almost legislative authority. 

Now, the intention of the present administration is, I am sure, to 
simply encourage, not to compete; but personnel changes. Future 
administrations _ might view this as a vehicle for bringing about a 
nationalization of the insurance industry, and it is in that rather broad 
delegation that we see a grave defect in this legislation. 

Senator Purren.. Let me quote again, if you don’t mind, so it will 
clear this matter up. I asked the Secretary this question: 

Does it in any way put the Government in the insurance field in competition 
with private insurance companies? 

Secretary Honuny. No, sir; it doesn’t. The bill specifically provides that where 
comparable reinsurance is available the Secretary is not authorized to rein- 
sure. 

We discussed that before, and then I asked: 

Is the program, Mrs. Secretary, likely to result in Federal control of the 
insurance business? 


And the answer was: 


Oh, no, sir. We tried to spell that our very carefully, Mr. Chairman, because, 
as you know, now usually the State departments of insurance or the State com- 
missioners of insurance do regulate the carriers doing business in their States. 

There is no provision for any kind of control by the Federal Government over 
these carriers, and the Secretary is directed to use the State departments of 
insurance or the State commissions of insurance to the best possible extent. 


I wanted to make this quite clear. So, I asked: 


So, there is no intention, Mrs. Secretary, to change that traditional regulation 
of insurance companies by the States? 











PRESIDENT’S HEALTH RECOMMENDATIONS 






















































Ft And her answer was: 
nis- 
No, sir. 
Then she asked if one of her associates, Secretary Perkins, wanted 
to comment on that, and Secretary Perkins did comment on it. 
any I thought that would probably clear up at least the thinking. 
iers Mr. Fautxner. I am positive, sir, there is no intention on the part 
of the present administration to interfere with State regulation or to 
se enter into vigorous competition with existing private remsurance 
will facilities. Our point is that this legislation opens the door to that sort 


of thing and, were a succeeding administration contrariminded, that 


the avenue would be paved tothatend,sir, = 
To implement the Federal reinsurance service, it is only necessary 


_ 


= for the Secretary of Health, Education, and Welfare to find that pri- 





a ‘ vate reinsurance facilities are not available on terms and conditions 
ure : comparable to those to be offered by the Federal service. 
om The test is inadequate for the reason that it makes a comparison be- 
it j tween services afforded by private facilities and a proposed Federal 
hat { service, the architect of which is the same official upon whose dis- 
ity : cretion the test depends. 
-» . In other words, the Secretary who designed the proposal would have 
i the power to lay down the rules of the game under which it would 
er ; operate. 
T- The Federal service would be federally capitalized, free of taxation 
. and subsidized, at least to the extent of all administrative expenses, 
Id on what appears to be a liberal basis for at least 5 years. 
318 Senator Purtetn, Ought we not clear that up a bit? 
e- There is a time limit on which these expenses will be borne by the 
Federal Government. 
to Mr. FautKner. Yes, sir; 5 years. 
re Senator Purret7. You have read the bill? 
2 i Mr. Fautxner. Yes, sir; 5 years. 
id . Senator Purretx. All right. 
Mr. Favuixner. Yet, this is the type of Federal service by which 
II private facilities would be measured. 
; It is our contention there, sir, with the advantage of Federal capital, 
m freedom of taxation and these other attributes, that it would be very 
difficult for a private insurer to compete. 
- No. 3. It has long been a national policy, and one that has served 
the public well, that regulation of the insurance business shall be 
vested exclusively in the State government. 
# Such portion of the health insurance business as may become re- 
1e insured under the provisions of S. 3114 would become subject to com- 
| prehensive Federal regulation. 
No. 4. Insurers availing themselves of the facilities proposed by this 
.. bill would become subject for the first time to Government regulation 
.- ) of premium rates. 
i | The public interest is best served by preserving the competitive 
° features of the health insurance business which has made such great 


progress in the last 10 years. 
Senator Purtett. Don’t you think it would help if we at this time 

again stressed the fact this is entirely a voluntary plan? 

One doesn’t have to go into it if he doesn’t wish to do so. 


nen e 
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Mr. Faurixner. Yes, sir; but if the plan is not patronized it 
wouldn’t accomplish its purpose, would it, sir? 

Senator Purrett. No; it wouldn’t, but the fact it is a volunta 
plan doesn’t, in my opinion, in any way indicate that it won’t be 
patronized. 

Mr. F'autxner. Well, to the extent it is patronized it is our con- 
tention, Senator, that the insurance, the patronizing of it will become 
subject to very comprehensive control or regulation by the Depart- 
ment of Health, Education and Welfare. 

The bill seems designed to promote the extension of health insur- 
ance to uninsurable risks. The insurance of such risks would inevi- 
tably result in excessive losses ultimately requiring substantial Fed- 
eral subsidization of the plan. 

Conclusion: The needs for health insurance are rapidly being met 
by private insurance. There is no crisis in this field and proposed 
Government reinsurance would add nothing to the present rapidly 
expanding and successful system. 

There are those who are not insurable, due to physical infirmities or 
inability to pay insurance premiums. They present a problem en- 
tirely apart from insurance. Theirs is a problem requiring direct 
assistance. This assistance should be provided by direct methods. 

The establishment of a Federal reinsurance service would create 
in the minds of the general public a belief that it offers an adequate 
solution to health problems. This would be a delution and, therefore, 
wrong. 

To the extent that it proves ineffective or disappointing, it would 
generate strong pressure for subsidization. ‘The limits to which such 
subsidization and concomitant Federal control may be carried are not 
foreseeabie, but the ultimate could well be socialized medicine under 
a compulsory health insurance plan. 

Although in complete accord with the basic purposes of extending 

rivate health protection to as many people as possible and in the 
lace form consistent with sound underwriting, the national 
chamber fails to find in this legislation a contribution to this effort. 

In fact, the probable eventual effect of passage of this bill would be 
to defeat the President’s desire to see voluntary insurance expand 
and to maintain a free medical profession. 

The national chamber believes that it is contrary to the public 
interest for Government to enter a business field which is being served 
by private enterprise. 

For all of the foregoing reasons, sir, it’strongly opposes the passage 
of this legislation. 

Senator Porter... In connection with the reinsurance of health 
risks, do you know of any health insurance plans that have purchased 
reinsurance ? 

Mr. Favurxner. I cannot speak, sir, for the so-called prepayment 
plans, the Blue Cross type of thing, but to a limited degree reinsurance 
is purchased all the time by private insurance companies. For in- 
stance, my own company at one time had what we call an automatic 
reinsurance treaty with the Employers’ Reinsurance Corp. of Kansas 
City, by which we reinsured with them benefits that we had issued 
under our policies in amounts larger than we felt we wished to retain 
ourselves because they were above the average of the amounts that 
we had at risk. 
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Senator Purrert. Do you know of any plan that has applied for 
reinsurance that has been turned down ? 

Mr. FautKner. No, sir; I do not. I am not an expert on reinsur- 
ance. Undoubtedly some plans have applied for reinsurance and 
have not secured it, but in the course of the trade there are adequate 
reinsurance facilities available. 

The reinsurers are anxious to provide their service, and any plan 
that they feel that has a chance of success they are going to partici- 
pate in. Of course,.they don’t want to reinsure what is essentially 
uninsurable. 

Senator PurrerL, Many times, however, we don’t determine certain 
areas or fields until we build up enough experience to determine 
whether they are profitable or unprofitable. If we could encourage 
the exploration in those fields, aah accelerate that, it might help 
coverage, might it not? 

Mr. FaucKner. That experimentation, sir, is going on. The prog- 
ress that this industry has made as a result of that experimentation and 
research, stimulated by the keen competition that exists—and our 
reaction, sir, to this bill is that it mass add nothing in the way of a 
further stimulus, unless you were to abandon the important, desirable 
and essential characteristics of no subsidization and return of the Fed- 
eral capital, and that sort of thing. 

Senator Purten.. Don’t you think perhaps it might accelerate ex- 
ploration of some fields when you are assured of a maximum loss, 75 
percent of such losses in those fields being covered by the ederal Gov- 
ernment in this case, and limited to 25 percent, where you are some- 
what assured anyway in exploring these new fields against excessive 
losses ¢ 

Mr. Fau.xner. I believe the attitude of the average direct writing 
company—and I represent and I am an officer of a direct writing com- 
pany—would be something like this: If this risk is insurable, we will 
write it and we will retain it for our own account. If it is not in- 
surable, the disposition would not be to write it. 

Now, then, if you went into underwriting an essentially uninsurable 
situation and reinsured it with the Federal Health Reinsurance 
Corp., you would soon build up a vast loss in that account which might 
require, would require ultimately, Federal subsidization in order to 
bail the fund out. 

Senator Purreit, Or you would get out of that field? 

Mr, FauLKner. Yes, sir. There would be a selection against the 
field. 

Senator Purretn, Your testimony indicated that you realize, and 
I am sure you do, this growing need for so-called catastrophic cover- 
age. ‘That isn’t a recent need. It is a need recognized, but a need 
that apparently is a growing need, from all information that I can 

t. 
"ies we been able some time in the past perhaps to encourage the 
wider coverage of that by guaranty against excessive losses in the 
form or reinsurance, would not that field have been explored perhaps 
more quickly and perhaps more coverage in that be existing? 

Mr, Fau.kner. The development of catastrophe or major medical 
expense insurane¢e has been a development of the last 5 or 6 years, but 
the circumstances that have made that need apparent have dramatized 
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it, are more or less the result of a joining together of forces that have 
developed in the last 10 or 15 years. 

It wasn’t so very long ago that people in this country, due to the 
fact that we were relatively less urbanized and industrialized, could 
place a greater reliance on family and simple community or neighbor- 
hood arrangements for health care; but as we have become more urban- 
ized and more industrialized the ability of the individual to rely on 
those simple relationships has declined. At the same time we have 
witnessed a vast progress by medical science which has required more 
expensive types of health care. 

All of those factors coming together, plus an increased security con- 
sciousness on the part of the whole people, stemming out of our 
economic distress in the 1930’s, has finally come together and drama- 
tized the need for this new kind of coverage which the industry has 
developed. 

Senator Purrert. Whether it was covered individually or whether 
it was covered collectively under such a thing as catastrophic insurance 
or major medical expense insurance—and it is in the form of a catas- 
trophe for the fellow who finds himself laid up for a year or two and 
his savings gone and the money put away for his youngsters’ education, 
and so forth, used up—the need was there, was it not, and we simply 
did not recognize it as a one-package affair; is that it? 

Mr. Fautxner. I believe the need, sir, is far more acute today than 
it was 20 yearsago. For instance, we know that the cost of providing 
a patient-day service in a convenient hospital has increased at the rate 
of 1 percent a month for the last 10 years. 

Senator Purrety. Yes. 

Mr. Fautxner. So, the cost, the overall cost has gone up sharply. 

Senator Purrer.. The difference there would be the difference in the 
cost rather than the difference in the necessary coverage? 

Mr. Favixner. Iam sorry,sir. I don’t quite follow you. 

Senator Purrety. If the need was there for that type of coverage, it 
simply requires greater dollars today to meet that need; but the need 
apparently was there in the past, and because we have to take these 
things cautiously, because we obviously cannot go in a field that might 
result in excessive losses, we have to take it much more cautiously 
than we might perhaps if we had some guaranty against excessive 
losses in certain fields, which is the purpose of the bill. 

Mr Favutxner My point there, sir, just to repeat it, was that we 
have experimentation going on We doubt this plan would encourage 
experimentation If it did, it would be of a kind that would result 
in excessive loss to the fund and ultimately require heavy subsidization. 

Senator Purreiy. Is there behind your thinking on this also the 
fear perhaps that this is, as so often has been used today to describe a 
situation, the camel’s nose under the tent? 

Is that what you are afraid of ? 

Mr. Fautxner. I think, of course, that anyone who is devoted to 
private enterprise views with a degree of alarm any extension of big 
government. 

Senator Porrety. This, of course, is not intended to expand any- 
thing along that line. Really, what it is intended to do is encourage 
private initiative and private companies to explore fields without 
Se the risk of excessive losses, and to do it as quickly as it can 
ye done. 
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Mr. Faunxner. Yes, sir; we understand that. We are thoroughly 
convinced that is the purpose, but sometimes an effort, to be very help- 
ful, can have unfortunate results. 

Senator Purrer.. We are very thankful to you, Mr. Faulkner, for 
your testimony. 

I want to say here, for the record, the fact that my colleagues on 
the committee are not here doesn’t indicate a lack of interest in either 
your testimony or the subject that we are having testimony presented 
to us about. We do have here many meetings scheduled, unfortu- 
nately, for the same time. However, I can assure you that, while my 
colleagues are not here, your testimony which will appear in the record 
will be given their very serious consideration. 

Mr. Fautxner. Thank you, sir. 

Senator Purrets. Thank you very much. 

Mr. Fau.tkner. I appreciate the great courtesy with which I have 
been received, Senator. 

Senator Purrers. Thank you. 

Our next witness will be Mr. Clarence Mitchell, director of the 
Washington Bureau of the National Association for the Advance- 
ment of Colored People. 

Good morning, Mr. Mitchell. 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR, WASHINGTON 
BUREAU, NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF 
COLORED PEOPLE 


Mr. Mrrcueti. Good morning, Mr. Chairman. 

Senator Purreti. Have you a prepared statement that you wish 
to have put in the record ? 

Mr. Mircuen.. Yes. 

Senator Purrett. Or do you wish to read a prepared statement, 
or do you wish to summarize it ? 

Mr. Mircnety. Senator, if I may, I would like to summarize it, and 
I would like to incorporate the full statement in the record. 

Senator Purren.. The full statement will become a part of the 
record. 

Mr. Mrreweti. Thank you. 

(The prepared statement of Mr. Mitchell is as follows :) 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASHINGTON BUREAU 
NAACP 


Mr. Chairman and gentlemen of the committee, I am Clarence Mitchell, di- 
rector of the Washington Bureau of the National Association for the Advance- 
ment of Colored People. 

Experience shows that unless Public Law 725, 79th Congress, is amended, seri- 
ous racial discrimination will continue. We propose that section 622 (f) be 
revised to read as follows: 

That the State plan shall provide for adequate hospital facilities for the peo- 
ple residing in a State, without segregation or other discrimination on account 
of race, religion, national origin, and shall provide for adequate facilities for 
persons unable to pay therefore. Such regulation shall require that before 
approval of any application for a hospital or addition to a hospital is recom- 
mended by a State agency, assurance shall be received by the State from the 
applicant that: (1) Such hospital or addition to a hospital will be made avail- 
able to all persons residing in the territorial area of the applicant without 
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segregation or other discrimination on account of race, religion, or national 
origin. Such regulation shall also provide that no qualified physician, nurse, 
or other medical person shall be denied use of facilities because of race, religion, 
or national origin. 

This amendment would not alter f (2) which deals with the furnishing of 
services of persons unable to pay. 

Public Law 725 has been in force since August 13, 1946. During that time 
there has been ample opportunity to test the effectiveness of the present language 
in matters of discriminatory practices. In our testimony we offer two illustra- 
tions of how this discrimination works. We emphasize the point that the Presi- 
dent has said that Federal funds must not be used to promote discrimination 
on the basis of race. Mrs. Oveta Culp Hobby, Secretary of the Department of 
Health, Education, and Welfare, has repeatedly made speeches about the cost 
and the evils of racial discrimination. Our testimony will show that: (1) Fed- 
eral grants for hospitals are being used to promote discrimination, and (2) a 
recent ruling by Mrs. Hobby has the effect of forcing colored people to discrim- 
inate against colored doctors in favor of white doctors. 

We call to the committee’s attention data appearing on pages 239 to 240 of the 
printed hearings on S. Res. 41 and other resolutions being considered by the 
Senate Rules Committee in October of 1951. 

Senator Hayden of Arizona pointed out that: Hight Northern States beginning 
with Massachusetts and extending in a belt across to the Mississippi River— 
Massachusetts, Connecticut, New York, New Jersey, Pennsylvania, Ohio, In- 
diana, and Illinois—were the source of 50.91 percent, or a little over half of the 
total Federal internal revenue for the fiscal year ending July 1, 1951. In con- 
trast, 10 Southern States—Alabama, Arkansas, Florida, Georgia, Louisiana, Mis- 
sissippi, Oklahoma, South Carolina, Tennessee, and Texas paid only 9.3 percent 
of the total internal revenue collections for the year. These figures show that 
the present discriminatory practices under the Federal aid program are perpe- 
trated by the same States that pay the least money into the Federal Treasury. 
Thus these States not only get the lion’s share of tax benefits but they also 
fore the Northern States that do not practice this kind of racial discrimination 
to pay for such undemocratic policies. 

The two States which illustrate the racial discrimination in this program are 
Alabama and Texas. 

The city of Birmingham has applied to the Federal Government for funds 
with which to clear out a slum area. The cleared area will be used as a hospital 
center. At present one of the hospitals which received assistance under Public 
Law 725 requires that colored patients ride on the same freight elevator that 
is used to haul garbage. Colored patients must also use a separate entrance 
to the hospital in accordance with Birmingham city ordinances. The best 
description of what we face in Birmingham may be found in the following 
letter written by Dr. L. D. Greene, president of the Mineral District Medical 
Society, to the NAACP. 

“The Mineral District Medical Society of Birmingham sincerely supports 
your stand on the medical center relocation project. 

“We have been informed, through the newspaper and conversation, of the 
overall planning in the area. We, too, know of the hardships and deprivations 
that will be caused by the proposed relocation plans. We, and you, are acutely 
aware of the planned inequities that are to result from biased long planning as 
has been outlined for this 1214-block area adjacent to the now present medical 
center. 

“This local medical society knows better than any other group of the inequali- 
ties, bias, discrimination, and frank human injustices that will surround and 
be a part of the proposed medical center expansion. 

“In the planning, there is allusion to a proposed hospital for Negroes, which 
is more adequately stated a ‘Negro hospital.’ Of this we can only see a per- 
petuation, through Federal aid, of segregation and discrimination. The situation 
of medical facilities at present for the vast Negro population of the Birmingham 
area is deplorable, to say the least. A statement of that situation can be given 
and you will agree that the term ‘deplorable’ is inadequate for describing the 
injustices that are practiced without any planning for a change. 

“Birmingham’s Negro population is approximately 40 percent of the total. 
Numbering in the vicinity of 130,000 to 140,000 persons. The medical care of 
this group is, in main, the responsibility to 18 physicians who have for their use 
less than 30 hospital beds. These beds are, in two hospitals, devoted to mater- 
nity care. There is no hospital serving both white and Negro patients that 
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will allow Negro staff privileges. The Jefferson-Hillman, Children’s Hospital, 
and Veterans’ Administration Hospital which constitute the medical center 
denies staff privileges to Negroes. Without staff privileges, a Negro physician 
cannot have his patient admitted to the hospital or treated with modern facilities 
as is provided in a medical center. The process, as now seen, is this: A patient 
becomes ill, he contacts his physician for medical care, the physician decides that 
hospitalization is needed. He, the Negro physician, must contact a white physi- 
cian who gets admission of the patient and treats the illness; during the out-of- 
hospital convalescence in the home, the patient may return to his private 
physician. 

“This system is cumbersome, inadequate, unnecessary, and degrading to the 
Negro physician. Above all, it destroys the rapport and family physician— 
patient relationship that is important in good and sound medical care. If sucha 
situation is to be destroyed in the medical center relocation, then relocation can 
tend toward justification. It is odd that the medical center can use Negroes as 
janitors, orderlies, attendants, maids, practical nurses, and registered nurses 
but not allow staff privileges for the physicians. 

“Pointing up another situation, there is an inadequacy in the total number of 
hospital beds provided for the Negro population as a whole. With the use of 
Federal funds there should be a more nearly equal distribution of beds per 
capita in this the Greater Birmingham area. 

“The medical center relocation is spearheaded by the development and expan- 
sion of the Medical College of Alabama. Much is said about the training and 
distribution of physicians throughout the State—never is there mention of train- 
ing Negroes in this multimillion establishment. I wonder if the planners are 
blind or just prejudiced in their thinking of medical training for Negroes. There 
is a decided need for more physicians and modernly trained physicians for this 
area. The medical educational programs should be open to all persons so that 
the whole population can reap the benefits of new and modern advances of medi- 
cine. The levels of training in medicine should be expanded to include all 
Physicians, dentists, nurses, and technicians through the undergraduate, interne, 
residency, and post-graduate levels. Training adequately is an integral part of 
community welfare but it is never to be denied any segment of the population. 

“If the planners of the medical center expansion were honest with themselves, 
such basic community-health factors would no longer create and recreate a 
problem. Were they just in their thinking, there could be wiser and better use of 
funds through integration of all peoples and their needs, desires and urges in 
life could be met and cared for equally. It is well-known to all that there is 
never any separate but equal facility for duplication is too expensive in money, 
time, and energy. 

“These are the things that concern us most as health and family counselors 
to a vast majority of those to be relocated or dislocated in the proposed medical 
center development project.” 

Examples of the practices in the State of Texas may be found in Amarillo 
and Houston. Dr. J. O. Wyatt of the Wyatt Memorial Hospital-Clinic of Ama- 
rillo has set forth the conditions in his city in a letter dated February 8, 1954, 
to the NAACP. 

“I am writing you concerning a matter which I hope can be directed through 
you into the proper channel, to block appropriation if possible, to hospitals in this 
area seeking Federal funds for enlargement of buildings. Some years back, 
possibly 4 years, Northwest Texas Hospital, Amarillo, Tex., applied for and re- 
cdived from the Federal Government $1,750,000 for an enlargement ‘program for 
its plant. This money has been expended until at this-time they have a plant 
which consists of 225-250 beds, and although this is a county hosiptal built and 
originally, and even now, supported by tax funds and have hundreds of employees 
to my knowledge, not one single Negro is employed. Negro physicians and den- 
tists are arbitrarily barred from practicing there. No Negro nurses or techni- 
cians are employed and although efforts to get colored students (nurses) in 
have been made, none have ever been admitted, and no statement of policy forth- 
coming. I think this is enough in this instance to warrant a protest, but if fur- 
ther facts are needed confirmation may be had through our local NAACP chapter. 

“St. Anthony Hospital of Amarillo, Tex., although they have recently adopted 
a policy of hiring Negro graduate and vocational nurses, does not admit Negro 
physicians and dentists to take their patients in and Negro professionals ate not 
employed in any other capacity than nurses. The reason these requests are be- 
ing made of you and your investigation of these and other discriminatory prac- 
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tices of this type where Federal funds are to be allotted is because of the 
fact that these practices cannot be attacked strategically at the local level.” 

Dr. E. B. Perry, special representative of the Houston Medical Forum, has set 
forth condtions in the City-County Hosiptal which has applied for a grant for 
$1,500,000. His letter to Dr. William Ossenfort of the United States Public 
Health Service is as follows: 

“This letter is one of protest, due to the discriminatory policy, which has been 
developed during the years at our City-County institution, the Jefferson Davis 
Hospital. There is a proposed City-County Hospital, which is to cost at least $15 
million, and application has been filed with the Department of Health and 
Welfare for a $1,500,000 grant to assist with the construction costs. 

“It would appear that Government money having been released for assistance 
in such projects, should not implement discriminatory practices. 

“Traditionally the Negro doctor has been omitted in hospital staff organiza- 
tions, both in the North and South, for various and sundry reasons. Encourag- 
ingly enough, however, in Texas, many communities have included the Negro 
doctor in the City-County Hospitals with apparently full participating staff priv- 
ileges. 

“In Houston the city charter points out, “One must be a member of the Har- 
ris County Medical Society (white), in order to practice in the City-County 
Hospital.” An attempt was made some few years ago, after 35 years of ‘watch- 
ful waiting,’ by the Negro physicians to become members of the Harris County 
Medical Society. All applicants were denied membership due to a State Medical 
Association requirement. The State Medical Association denied membership 
privileges due to the county society restriction. Thus the buck has been ade- 
quately passed form one organization to the other throughout the years. 

“The Houston City Council has refused to change the charter to read, ‘Any 
physician who is a member of the Harris County Medical Society (white) or 
Houston Medical Forum (colored) is eligible for the Jefferson Davis Hospital 
Staff’.” 

“The city fathers in Houston, subsequent to the Negro physicians making 
applications on several organizational fronts, turned over the Jefferson Davis 
Hospital stock and barrel to the Baylor Univesity School of Medicine. 

“Staff membership in the Jefferson Davis Hospital mitigates faculty affilia- 
tion in the Baylor School of Medicine. Thus, the Negro physician is excluded 
on this subterfugal front. 

“We feel we have a just and honorable cause, because many indigents of all 
races, colors, and creeds populate our tax-supported hospitals. Great physicians 
develop in the shadows of abundant clinical material. 

“We thank you for your consideration.” 

We have asked Mrs. Hobby to withhold approval of the Houston grant unless 
the hospital authorities agree that they will abandon their present policy of 
forcing colored doctors to channel their patients through white doctors if such 
patients are to be admitted to the hospital. We believe it is only fair that any 
hospital which receives money collected from all of the people from the country 
as taxes, should be willing to open its doors to patients, physicians, nurses, and 
other medical persons without regard to race, religion, or national origin. Mrs. 
Hobby, in a letter dated February 1, 1954, addressed to Congressman Adam 
Clayton Powell, has taken the position that at the time the Hospital Survey 
and Construction Act was passed, the Congress rejected an amendment which 
would have prevented this kind of discrimination. Hence, she concludes that 
her Agency cannot withhold funds in such cases. The Health, Education, and 
Welfare’s general counsel, Mr. Parke M. Banta, supports Mrs. Hobby’s position 
in a letter dated March 4, 1954, which is as follows: 

“The Secretary has asked me to reply to your letter of February 11, 1954, in 
further reference to aid under the Hospital Survey and Construction Act for 
the proposed City-County Hospital project at Houston, Tex. You are par- 
ticularly concerned with the question of the authority of the Federal Govern- 
ment to refuse to approve an application for Federal aid under the act where the 
hospital does not allow colored doctors to use its facilities for treatment of their 
patients. 

“As indicated in Dr. Cronin’s letter to you of January 8, 1954, the staffing 
policies of hospitals fall within the scope of section 635 of the act which provides 
that, except as otherwise specifically provided therein, no Federal officer or 
employee shall have the right to exercise any supervision or control over the 
administration, personnel, maintenance, or operation of a hospital receiving 
funds under the act. The provisions of the act requiring assurances as to non- 
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discrimination relate only to the provision of hospital facilities for patients and 
not to staffing practices. Efforts at the time of enactment of the statute to extend 
the nondiscrimination provisions to the staffing practices of hospitals were 
unsuccessful. 

“You refer to the discussion of the proposed amendment offered by Senator 
Murray (Congressional Record of December 11, 1945, pp. 11797-8). Your atten- 
tion is also invited to the discussion of a proposed amendment by Senator Langer 
which was similarly rejected (Congressional Record, December 11, 1945, p. 
11799). For your convenience, extracts from the floor debate on these amend- 
ments are enclosed. 

“In the light of this legislative history, it is clear that the Congress did not, 
by the provisions of nondiscrimination, intend to confer on the Surgeon General 
authority to withhold approval of an application solely because the applicant 
refuses to permit colored doctors to use the hospital facilities, and this view has 
been consistently followed in the administration of the act. For this reason, 
regardless of the desirability of permitting the Surgeon General to withhold 
approval of an application in such cases, further congressional action would seem 
necessary to authorize such action on his part.” 

While we do not agree with Mr. Banta’s interpretation, it is apparent that all 
doubt would be removed if the Congress adopts the revision we have proposed. 
Therefore, we urge that this subcommitttee accept our proposal and work for its 
inclusion when the proposed legislation reaches the full committee. 

Mr. Mrrcnety. In summary of my statement, Mr. Chairman, I will, 
first of all, identify myself as Clarence Mitchell, director of the Wash- 
ington Bureau of the National Association for the Advancement of 
Colored People. 

My testimony is designed to try to enlist your help in remedying a 
problem that I am very much afraid we are not going to be able to 
remedy iaaiew some specific person like you and “other members of 
the committee decide to do something about it. 

Senator Purrett. May I interrupt ? 

Mr. Mrrcnetu. Yes, sir. 

Senator Purreist. Did you supply the committee with copies of your 
statement previously ¢ 

Mr. Mitcuetu. Yes, sir. They are here. 

Senator Purrett. May I have it? 

Thank you. 

Mr. Mircuetyt. We propose that there be added to Public Law 725 
passed by the 79th Congress, certain revisions in section 622 (f). 

Those are set forth on the first page of our testimony. The new 
language that we suggest is underlined. 

When the law was passed back in 1946, the present language was 
inserted. The purpose of that language was to provide that people of 
minority groups would receive the same benefits in the hospital pro- 
gram that others received. 

As we point out in our testimony, the years have gone by and there 
has been no appreciable improvement in the treatment of those people 
in the States where the problem is acute. 

We have incorporated in our testimony some figures which were 
supplied when hearings were being conducted on bills to limit debate 
in the United States Senate. I have included them because they were 
presented by a very respected Member of the Senate, Senator Hayden, 
and, of course, because they represent figures that cannot be contested. 

They show that the Northern States, a selected group of them, one 
of which is your State, Connecticut, carry the major burden of the 
taxes in this country. 

Senator Purreri. I want to make sure that the reporter gets that 
last statement. 
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Mr. Mrrcuewt. In contrast, there are Southern States which carry 
only a small part of the tax burden. 

The figures are set forth. 

I think your State and the others in the group that carry a heavy 
burden take care of about 50 percent of the internal revenue and the 
Southern States combined take care of about 9 percent of it. 

Senator Purre:y. I think the figures are something like this, if it 
will help—and I may want to correct these because they may be 
greater; I am usually on the conservative side: Our contribution, I 
think, was a billion one hundred million in taxes, from which we got 
back roughly about 31 million in grants in aid. 

Mr. Mrrcnet.. That is excellent, Senator, because it supports the 
point I was trying to make. It supports the fact that the States, such 
as Connecticut and the others, which most of the tax money comes 
from, do not insist that there be written into the laws certain types of 
language which will make for discrimination. On the other hand, the 
States that pay the least amount of money into the Federal Treasury 
and presumably get the most out in the form of grants-in-aid insist 
that we equivocate on the language of the laws, so that it makes it pos- 
sible for those who wish to discriminate, to discriminate against people 
for no other reason than the fact they are colored. 

We have in our testimony a statement about the President’s wishes 
on Federal assistance. He has made his position very clear on a num- 
ber of occasions. He has said that wherever Federal money goes there 
also should be no discrimination, and the Federal Government cer- 
tainly should not promote discrimination on the basis of race. 

On the other hand, we have one of his principal administrators, Mrs. 
Hobby, who is the Secretary of Health, Education, and Welfare, who 
has recently made a ruling that we will develop in our testimony which 
has the effect not only of supporting discrimination with Federal 
funds but also forcing colored people into the position where they 
will discriminate against colored doctors in favor of white doctors. 

We have selected two States which illustrate the problem that we 
face. 

Senator Purreit. You are speaking now on this Senate bill 3114; 
is that right ? 

Mr. Mrrcuev. That is right. 

Senator Purrext. Fine. 

Mr. Mircue.u. That is in the grants-in-aid to hospitals for hospital 
construction. We had asked that we be heard on that point. 

Senator Purrety. That is right. You are free to discuss any of 
the pending bills before this committee. 

Mr. Mircnextv. Thank you. 

Senator Purrers. I knew you were departing now from 3114, get- 
ting into the other health bill. 

Mr. Mircue.t. That is really what we are interested in. 

Senator Purreiz. Fine. 

Mr. Mrrcneti. We take the State of Alabama and the State of 
Texas because they point up the problem that we face. 

In Alabama, the city of Birmingham has had assistance from the 
Federal Government in a hospital program almost since the incep- 
tion of the program. As soon as the Federal money was given, to 
comply with the existing part of the law which is supposed to protect 
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minority groups against discrimination, the city of Birmingham 
built a separate entrance for colored people to its hospital. It has a 
separate elevator that colored patients must use no matter how sick 
they may be, and that same elevator is used for the hauling of garbage 
up and down on the hospital floors. In other words, Birmingham has 
made it a little worse with the help of the Federal Government than 
it was before. 

In addition, the city of Birmingham is now seeking more help from 
the Federal Government. It has a huge medical center program, 
which is wonderful from a social standpoint, but terrible in the way 
that it is being carried out. 

There are about a thousand or more colored families living in an 
area of that city. All of those families will be cleared out. The city 
will build a fine, new health center. Under that plan, however, the 
same conditions which exist today will be sort of streamlined and 
exist on a wider scale. 

Not only are the colored people barred from using certain en- 
trances—and this is by city ordinances which require this—but also 
the colored doctors who would serve their patient may not use the 
facilities of those hospitals, despite the fact that the State of Connect- 
icut and the State of New York and others are helping to pay for it. 
The rules of Alabama prevail and these colored doctors may not take 
their patients in. 

The figures set forth by the colored doctors in Birmingham are in- 
cluded in our testimony, and they show that there are some 18 colored 
doctors serving about 140,000 colored people who are in that city, 
and they have an even worse picture with reference to hospitals be- 
cause they say that there are less than 30 hospital beds available to 
that 140,000 colored people in the city of Birmingham. 

Now, the only way a colored doctor can get his patient into a white 
hospital is if a white doctor will let the colored man turn his patient 
over to him. Then the patient is treated in the hospital. After the 
patient leaves the hospital, he goes back home. Then the colored 
doctor resumes treatment. 

Now, this would be bad enough if it were just a local function, but 
this is actually sanctioned by the existing law and by the latest ruling 
that I mentioned that Mrs. Hobby has made in the Department of 
Health, Education, and Welfare. 

That ruling 

Senator Purrett. Have you outlined that , or are you going to speak 
on that ruling now ? 

Mr. Mitcuein, Yes. 

Senator Purrety. That is fine. That is what I wanted. 

Mr. Mrrenet. That ruling came about in this fashion: We had 
letters from doctors down in Texas, whose names are listed in our 
— Dr. J. O. Wyatt, of Amarillo; Dr. E. B. Perry, of Houston, 

ex. 

The city of Houston is seeking a grant of $1,500,000 to construct 
an addition to the city-county ra fir. y which is known as the Jeffer- 
son Davis Hospital. The only way that a colored doctor can. take. a 
— into that hospital is to do the same thing they do in Birming- 

am, and that is to get a white doctor to front for him, more or less. 

The colored doctors have tried to get admitted to the staff. I 
have, for example, a letter from Dr. Perry. 
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Senator Purret,. Pardon me. Once the patient is admitted, the 
colored patient, then the white doctor continues to be his doctor; is 
that right ? 

Mr. Mrrcne... He continues to be his doctor as long as he is in the 
hospital. 

Senator Purretz. Yes. That is what I mean. 

Mr. Mircne.y. Then when he comes out the posthospital treatment 

can be taken care of by the colored doctor. 

Now, I have here a letter dated December 22, 1947, which was sent 
by Dr. Perry to the Jefferson Davis Hospital, making a formal re- 
quest that he be permitted to take part in staff privileges. He points 
out that he is a graduate of the University of Michigan, with an 
A. B. degree. He has an M. D. from Howard U niversity, 2 years of 
inter nship at Municipal in St. Louis; 2 years of exter nship for the 
Kansas City Tuberculosis Hospital ; 11 years of surgical service at the 
Municipal Hospital in Kansas City. He was medical director for the 
Whetley Provident Hospital in Kansas City. He was a physician to 
open-air schools for 4 years; he was a diplomate of the National Board 
of Medical Examiners, and he is a bona fide of all local, State, and 
National organizations of a medical nature to which he could be 
admitted. 

He sent that as a formal request for use of hospital privileges at 
Jefferson Davis. 

He got a reply on April 5 from 

Senator Purreti. That is April 5, 1947? 

Mr. MircwHe.y. 1948. 

Senator Purreiy. 1948. 

Mr. Mrrcueuy. He sent his letter December 22, 1947, and he got 
back a reply on April 5, 1948, from Dr. Donald M. Peyton, who is the 
chief of staff at Jefferson Davis, which was very brief. It says: 

Your application for membership on the staff at Jefferson Davis Hospital has 
been reviewed by the executive committee. 

The constitution and bylaws of the hospital, which is a part of the city charter, 
requires that each applicant must be a member of the Harris County Medical 
Society in good standing. Inasmuch as your application does not indicate that 
you fulfill this requirement, we regret that the executive committee cannot 
recommend your appointment for a position on the staff. 

In other words, the only way a doctor can practice at that hospital 
is to be a member of a society which bars him solely because of his 
race. 

The other doctor who wrote to us pointed out that he had exactly 
the same problem in Amarillo, where the hospital there, the Nortwest 
Texas Hospital, had about 4 years ago gotten a Federal grant of 
$1,750,000, and they had expanded their hospital so that it is now a 
225 to 250-bed hospital ; but that hospital also says that colored people 
may not take their patients there unless white doctors front for them. 

We placed this problem formally before the Department of Health, 
Education, and Welfare and asked that they withhold the Houston 
grant unless the Houston officials would agree that the colored doctors 
would have a right to treat their patients in the hospital. Obviously, 
that would have been a precedent which would have applied to all 
these hospitals. 

Congressman Adam Clayton Powell, of New York, also made a 
similar request. 
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Mrs. Hobby answered Mr. Powell’s letter by saying she was not able 
to do this because the history of the law showed it was not the intent 
of Congress for this to take place. 

We then took the matter up and asked that her legal counsel make 
a ruling on it, and also that it be submitted to the Department of 
Justice. She turned it over to her legal counsel, who did make a 
ruling, saying that because of the legislative history, of the way this 
law was passed, it would not be possible for the Department of 
Health, Education, and Welfare to do anything about this problem. 

Now, that is why we are here today. 

We don’t agree with the Department of Health, Education, and 
Welfare. We think that administratively they could do something 
to correct it; but since the law is now under study, since the President. 
has said that he is against this kind of practice, since Mrs. Hobby 
has made a number of speeches saying how evil discrimination is and 
how costly it is, this, it seems, is a chance to put all that into some 
practical form and we sincerely hope that you will sort of be the 
sponsor of our amendment and try to get it made a part of the law. 

Senator Purrett. Now, have you a proposed amendment? 

Mr. Mircuety. That is set forth on page 1 of our testimony. As I 
said, what we did was simply change certain words in the existing 
law. 

Senator Purreti. You propose section 622 (f) be revised to read 
as follows, and then down through that whole paragraph is your 
proposed amendment; is that right? 

Mr. Mrrcenety. That is right. The underlined part would be the 
new language. 

Senator Purrety. Yes. 

Mr. Mrrcnett. There is a provision in the present law which says 
that an exception shall be made in cases where separate hospitals 
are provided for separate population groups, if the plan makes equita- 
ble provision on the basis of need for facilities and services of like 
quality for each group. 

Now, we do not include that. language because we have found no 
situation where it has been possible to have a separate but equal 
anything, and it is especially impossible in this hospital field. 

Senator Purrett. Now, I had not read Mr, Banta’s letter before, 
but I have read it since you started to refer to it here. He says: 

The provisions of the act requiring assurances as to nondiscrimination relate 
only to the provision of hospital facilities for patients and not to staffing 
practices. 

That is his reply, isn’t it? 

Mr. Mrrceuety. That is correct. 

Senator Purrety. And what you want is to see that extends to the 
staffing and everything else ? 

Mr. Mircneti. You see, our amendment provides at the end such 
regulations shall also provide that no qualified physician, nurse, or 
other medical person shall be denied use of the facilities because of 
race, color, religion, or national origin. 

Senator Porter. I can assure, Mr. Mitchell, that your statement 
and your suggested amendment will be given very, very serious con- 
sideration by this committee. 
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Mr. Mircneti. We certainly hope so, Mr. Chairman, because it is 
pretty hard to take discrimination in any form, but it is especially 
hard when you know that you are helping to pay for it out of your 
own tax money. 

I happen to live in a State, the State of Maryland, where we have 
a lot of bad things, but some are a little bit better than those I have 
described. 

The people in your State—I had a meeting with them up in New 
York last week, and we were discussing many legislative matters, 
and I was telling them that you are chairman of this subcommittee, 
and it just seems a shame that the people from Connecticut, who 
would not under any circumstances want to be a party to a thing 
like this, have to contribute to the support of it out of their tax money, 
and that we certainly hope that something will be done to correct it. 

Senator PurTe.y. I can assure you it will be given every considera- 
tion by this committee, and by me; and I want to thank you, Mr. 
Mitchell, for coming here and giving us the advantage of your views 
on this and calling our attention to this matter. 

Thank you, sir. 

Mr. Mrreneci.. Thank you. 

Senator Purreti. The next witness is Dr. Allan M. Butler, vice 
chairman of the Physicians Forum. 


Dr. Butler. 


STATEMENT OF DR. ALLAN M. BUTLER, PROFESSOR OF PEDIATRICS, 
HARVARD UNIVERSITY, CHIEF OF CHILDRENS MEDICAL SERV- 
ICES, MASSACHUSETTS GENERAL HOSPITAL, AND VICE CHAIR- 
MAN, PHYSICIANS FORUM, INC. 


Dr. Burier. Do you want me to identify myself or not? 

Senator Purrexy. Is it your intention to read your whole state- 
ment? 

Do you wish-it included in the record and then summarize it, or 
whatever way do you wish to present your testimony ¢ 

Dr. Butier. I don’t wish to review the rather lengthy statement 
that has been submitted to you. . 

Senator Purrety. Then we will include that statement in the 
record and it will become a part of the record, Doctor. 

(Dr. Butler’s prepared statement is as follows :) 


STATEMENT OF THE PHYSICIANS Forum, INc., By ALLAN M. Butter, M. D., Pro- 
FESSOR OF PEDIATRICS, HARVARD UNIVERSITY; CHIEF OF CHILDREN’S MEDECAL 
SERVICES, MASSACHUSETTS GENERAL HospiTaL; VICE CHAIRMAN OF THE PHYSI- 
CIANS ForuM 


I have been asked to present the views of the Physicians Forum on §S. 3114, 
the health reinsurance bill. We are a national organization of physicians in 
existence more than 15 years, all of whom are members either of their local 
medical societies or of the American Medical Association. 

Ours is a nonprofit, educational body which has, since its founding in 1939, 
concerned itself with the seeking of the extension and improvement of medical 
care and.with the encouragement of new methods and techniques to achieve this 
end. 

An expanded and integrated national health program has been a long-felt need. 
There are many deficiencies in existing health services which bring great hard- 
ship, indeed at times ruin, to scores of individuals and even large segments of the 
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population. A full description of these facts is included in the authoritative 
report of the President’s Commission on the Health Needs of the Nation.’ 

The American people have become increasingly aware that these deficiencies 
can be remedied—they need not be tolerated indefinitely. Sound corrective 
measures have been proposed over the years by the Physicians Forum as well as 
many consumer and labor organizations, and several national committees and 
conferences whose sole task was to study the health problems of the Nation. 

The most recent of these, the President’s Commission just mentioned, made 
a series of important proposals, most of them requiring Federal action. It is 
difficult to understand why the present Federal administration has chosen to 
ignore the well-justified and thoughtful proposals of this group of distinguished 
citizens. 

Although Federal participation in all areas of health services is essential for 
meeting the country’s health needs, there is one crucial area which the Federal 
Government has found most difficult to approach. This is the area of the financ- 
ing of personal-heaith services. Most of this statement will therefore be devoted 
to this problem, and particularly the proposed measures for solving it. 

The President’s Commission was unanimous in the finding that present pre- 
payment plans “have not yet proven their ability to meet fully the need for pre- 
paid personal-health services.”* The factual and rational basis for this finding 
is presented so well in the report that there is no need to mention it here. 
However, it is of interest to mention a few subsequent items which further 
strengthen the economic basis of this statement : 

1. A recently published survey made by the University of Michigan Survey 
Center for the Federal Reserve Board, showed that nearly one-third of the 15 
million families in which the head of the family is less than 45 years of age and 
where the children are under 18, owe medical bills.’ 

2. A survey by the University of Chicago National Opinion Research Center 
for the Health Information Foundation showed that 8 million families or 10 
percent of the country’s total, went into debt because of the costs of illness.‘ 

Despite the shortcomings of present prepayment p!ans, the President’s Com- 
mission, like all preceeding major national studies and conferences, recommended 
that “The principle of prepaid health services be accepted as the most feasible 
method of financing the cost of medical care.” *° This is spelled out to mean that 
prepayment plans should “provide protection to the total gainfully employed 
population and their dependents.” * The Physicians Forum has and still strongly 
endorses this view in concert with all raajor consumer and union groups. 

To many, it might seem unnecessary to stress this principle, but it must be 
clearly understood in order to interpret the do-nothing approach of the American 
Medical Association. Despite its protestations, the AMA does not believe in this 
principle. Although there is much evidence to establish this contention, the 
recent testimony of the AMA before the House Commerce Committee is 
sufficiently clear: 

First, the AMA states its opposition to the principle of comprehensive service: 
“The promotion of the benefits that are comprehensive is not sound because it is 
the need for protection against the financial impact of truly major sickness or 
injury that must be emphasized.” Second, it states its opposition to the principle 
of prepayment for the low-income groups, the so-called medically indigent: 
“When illness occurs, they require aid by direct payment of their health costs 
from local and State funds.” In other words, these groups should be covered 
by an out-and-out charity program.® 

It is interesting to contrast this stubbornly held view with that of Dr. Chester 
S. Keefer, special assistant on medical affairs to the Secretary of Health, Educa- 
tion, and Welfare, in a speech last month to the Medical Society of New York 
County: 

“Private voluntary health-insurance efforts provide another significant means 
of meeting the costs of medical care. These programs must be extended in 


1 President’s Commission on the Health Needs of the Nation : “Building America’s Health,” 
Washington : U. 8. Government Printing Office, 1953. In five volumes. 

? President’s Commission, op. cit., p. 44. 

* Study of Medical Debt, Public Health Economies, 10: 160 (March) 1953. 

_ ‘Health Information Foundation: Natonal Consumer Survey of Medical Costs and 
Voluntary Health Insurance, Summary Report No. 4, p. 3, New York : The Foundation, 1954. 
5 President’s Commission, op. cit. p. 47. ‘ 

®* Walter B. Martin, M. D., Statement of the American Medical Association to the Com- 
mittee on Interstate and Foreign Commerce,” special report of the Washington office, AMA, 
January 29, 1954, pp. 8-9. 
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coverage and range of services, however, if they are to bring a high quality of 
medical care within the purchasing power of all families in the United States. 

“They will also have to provide opportunities for individuals as well as group 
enrollment. They will have to place greater emphasis on preventive and diag- 
nostic services than is typical of most existing programs, and they must provide 
for inclusion of services by physicians, nurses, and rehabilitation teams in the 
nome of the patient.” * 

It is clear to most informed persons, except for AMA officials, that existing 
prepayment plans by themselves cannot fully meet the need for prepaid per- 
sonal-health services—that is, a Federal program is essential to meet this need. 
This position, long held by the Physicians Forum, is also enunciated by the 
President’s Commission on the Health Needs of the Nation, as follows: 

“If all our people are to receive high quality personal-health services, govern- 
ment must develop a suitable mechanism, at least for those with low incomes. 
It must finance it wholly for some, and probably in part for others. This mech- 
anism should embody the cooperative effort of local, State,-and Federal Gov- 
ernment.” ® 

The first major proposal establishing a Federal mechanism for extending 
prepaid personal-health services to the majority of the people, particularly the 
low-income groups, was made in 1988 by the President’s Interdepartmental Com- 
mittee to Coordinate Health and Welfare Activities. This was the basis for 
Senator Wagner’s National Health Act of 1939 which included Federal grants- 
in-aid to the States for general medical eare. 

In subsequent years a number of other Federal mechanisms have been proposed. 
The President’s Commission considered them all and recommended two; Presi- 
dent Eisenhower recently advocated a third. 

In evaluating these various proposals, the Physicians Forum has judged them 
on the basis of the extent to which they contribute to the development of prepaid 
personal-health services which are: 

1. Comprehensive in scope, emphasizing health maintenance and early detec- 
tion of disease—not limited to catastrophic illness ; 

2. Within the economic reach of the total gainfully employed population and 
their dependents, particularly those in the middle and lower income groups— 
this generally means the employee himself can afford only part of the cost ; 

83. Responsible to the recipients by affording their representatives adequate 
participation in policy making; 

4. Part of a pattern of medical care encouraging high quality and maximum 
efficiency—for physician services this means an orientation toward the group 
practice of medicine. 

Although these yardsticks are based on long-standing policy of the Physicians 
Forum, it is worth emphasizing that they are neither original nor exclusive with 
our organization. Similar principles can be found in the report of the New 
York Academy of Medicine’s committee on medicine and the changing order ” 
the report of the National Health Assembly; and most recently, the report of 
the President’s Commission on the Health Needs of the Nation.’ 

The first Federal mechanism recommended by the President’s Commission (and 
recommended unanimously) was the addition of personal-health service bene- 
fits to the old-age and survivors insurance system, the existing Federal social- 
security program.” The Physicians Forum strongly endorses the principle of 
this recommendation. It is also endorsed by the Commission on Financing of 
Hospital Care in their report just published.” 

Desirable features for legislation to accomplish this recommendation are 
contained in a number of existing acts of Congress and bills before this Congress. 
Among such features are methods for participation and payment of physicians, 
hospitals and nonprofit prepayment health plans; decentralization of ad™inistra- 
tion; protection of professional rights and responsibilities; the use of policv- 
making committees properly representative of both those persons eligible for the 


7 (hester S. Keefer, M. D., The Medical Profession and Public Health Problems: Bulletin 
of the New York Academy of Medicine, to be published. 

5 President’s Commission, op. cit. p. 45. 

® Interdepartmental Committee To Coordinate Health and Welfare Activities : The Need 
for 9 National Health Program. Report of the Technical Committee on Medical Care. 
Washington : United States Government Printing Office, 1938. 

3% New York Academy of Medicine, committee on medicine and the changing order : Medi- 
cine and the Changing Order. New York: The Commonwealth Fund, 1947, pp. 225-27. 

™ National Health Assembly: America’s Health; A Report to the ‘Nation. New York: 
Harper & Bros., 1949, pp. 221-23. 

#2 President’s Commission, op. cit. p. 48. 
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health benefits and of those providing them; and the encouragement of preven- 
tive medicine and the coordination of physicians with each other and with other 
health services. (See particularly S. 1153 and H. R. 1817.) 

The only legislation before Congress along the lines of this recommendation 
is H. R. 8, introduced by Representative Dingell, of Michigan. This provides 
hospitalization benefits for beneficiaries of the national system of old-age and 
survivors insurance. We believe that the provision of hospitalization bene- 
fits by themselves is inadequate from both professional and economic points of 
view. However, we recognize that H. R. 8 would be relatively easy to carry 
out and would meet a major need of an important group of the low-income 
population—a group which otherwise could not obtain prepaid hospitalization. 
For these reasons we favor H. R. 8, but only as an interim measure. 

The second Federal mechanism recommended by the President’s Commis- 
sion, although not unanimously, was a program of Federal grants-in-aid to the 
States.“ These would be for assisting the States to make personal-health serv- 
ices available to the general population, including the indigent, through prepay- 
ment plans established for this purpose. The dissent of the labor and consumer 
representatives on the Commission was based on their objection to allowing 
participation in the program to the option of each State. 

The only legislation before Congress along these lines, although antedating 
the President’s Commission, is the Flanders-Ives bill, S. 1153 (and its companion 
bills H. R. 8582 and H. R. 3586). The Physicians Forum is in full sympathy 
with many important features of this bill, among them the limitation of Fed- 
eral aid to prepayment plans which are nonprofit and consumer controlled, which 
have premiums scaled to the subscribers income and which function as part of 
a coordinated district health service system. However, these and other stipu- 
lations are such that only a few existing plans could possibly meet them and 
many of the other plans would not be able or inclined to reorganize themselves 
so as to qualify for Federal assistance. We, therefore, favor S. 1153 for the 
support it would provide to desirable types of prepayment plans but seriously 
doubt that it could accomplish its objective of making such plans generally 
available. 

President Eisenhower and Mr. Wolverton, chairman of the House Commerce 
Committee, have advocated the establishment of a Federal reinsurance corpora- 
tion. Mr. Wolverton’s proposals are contained in H. R. 6949, which he introduced 
on January 8, 1954; this is similar to a bill he introduced in June 1950 which 
received little attention at that time. The President proposed a reinsurance 
program in his health message to Congress on January 18." Its legislative em- 
bodiment, S. 3114, is sponsored by a group of Republican Senators including 
Smith, Ives, Flanders, Ferguson, and Saltonstall. 

A major weakness of even the best hospital prepayment plans is that they 
frequently cut off benefits for illnesses requiring prolonged periods of hospitali- 
zation. Reinsurance would help remove this weakness of hospital ‘prepayment 
plans. However, the relation of this deficiency to the country’s health needs 
should be kept clearly in focus: 

1. Hospital costs comprise only about 20 percent of money people pay for 
medical care.” 

2. Hospitalization plans, particularly Blue Cross plans, already cover a sizable 
portion of the hospital costs of insured families and their deficiencies in cover- 
age are principally due to limited allowances for covered periods of hospitaliza- 
tion not to the expiration of benefits.” 

3. Despite the expressed objectives to the contrary, we cannot see how any 
self-sustaining reinsurance fund can extend prepaid health services to people 
who are not covered now because they cannot afford to pay the actual cost of 
the insurance premiums. Reinsurance would, in general, apply only to those 
already covered by prepaid hospital care. 





% Commission on the Financing of Hospital Care: Financing Hospital Care in the United 
States: Recommendations, pp. 31-32 


wee Eisenhower's health message to Congress, New York Times, January 19, 1954, 


p. 16. 

* Health Information Foundation, op. cit., Summary Report No. 2, p. 8: U. 8S. Senate 
Committee on Labor and Public Welfare: Health Insurance Plans in Tine United States. 
Washington : U. S. Government Printing Office, 1951, pp. 79-81, 

%* Health Information Foundation, op. cit., Summary Report No. 2, p. 11; U. 8. Senate 
Committee on Labor and Public Welfare, op. cit., pp. 71-75. 
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A major weakness of most prepayment plans for physician services is the lim- 
ited range of benefits provided. However, the important limitations are not of 
the kind which would be corrected by reinsurance. In fact, the emphasis in the 
prevailing type of plan is already on surgery and hospitalized illness; their 
weakness is their exclusion of care of minor illness, diagnostic services for am- 
bulatory patients and health examinations, and other preventive services. These 
latter services cannot be included by use of a reinsurance system. On the other 
hand, reinsurance would reinforce existing undesirable features of the prevail- 
ing type of physician service plan; namely, the provision of benefits (a) limited 
to inhospital care, (b) of specified quantities unrelated to medical need, and 
(c) in the form of cash indemnities. 

For these reasons, the Physicians Forum supports the principle of Federal re- 
insurance only as it applies to the prepayment of hospital services but recog- 
nizes that it would help meet only a small portion of the people’s need for prepaid 
comprehensive personal health services. 

In view of this position, we cannot favor either H. R. 6949 or S. 3114 unless 
considerably modified. In addition, a few other points about these bills are 
sufficiently important to warrant comment. 

H. R. 6949 requires that participating prepayment plans meet a number of 
conditions such as a sliding scale of premium structure, the provision of specified 
physician benefits and the contribution by a patient toward his daily hospital 
charge. We believe these rigid requirements, if accepted, would standardize 
prepayment plans in many undesirable ways. Moreover, we believe that most 
plans cannot or would not accept such conditions or participation. Our belief 
that this proposal is completely unfeasible is supported by the overt or implied 
opposition to it by spokesmen of all existing types of prepayment plans.” 

S. 3114 suffers from somewhat the opposite kind of defect—an almost complete 
lack of definition of what would be done except for the vaguest generalities. 
The formulation of the program would, in all major essentials, be the responsi- 
bility of the Secretary of the Department of Health, Education, and Welfare. 
We believe it is the responsibility of the Congress to provide the administrator 
of a Federal program with a clear statement of the objectives and the guiding 
principles. 

This problem is intensified in this bill by the apparent conflict in the generali- 
ties as now stated: 

“In the fixing of premium rates (for the reinsurance the participating plans 
would purchase), regard shall be had to the objective of, on the one hand, making 
the reinsurance program self-sustaining over a reasonable term and, on the 
other hand, stimulating and encouraging plans which will promote the purposes 
and objectives” specified as extending coverage to new “classes of individuals,” 
and to “new communities or areas,” and to new “benefits and services.” * The 
deterring factor to extending coverage is not the fear of incurring “abnormal 
losses and those in excess of anticipations” ” for which the administration’s 
proposal is designed but the inability of major segments of the population to 
meet out of their own resources and on a prepaid basis, the known and anticipated 
costs of comprehensive medical care. 

We also wish to record our emphatic opposition to the inclusion of private 
insurance companies in the program. We believe that the Federal Government 
should maintain its past policy of providing assistance in the health field to 
nonprofit organizations only. We believe that the Federal Government should 
not aid organizations where the health needs of the people can come in conflict 
with profitmaking motives. 

Two other pertinent proposals are receiving consideration by the Congress. 
One would establish a Federal long-term, low-interest loan program for the 
construction and equipping of facilities for nonprofit consumer-controlled pre- 
payment health plans. This proposal has been introduced into the Congress for 
a number of years by Senator Humphrey and in this session has also been 
introduced by Congressmen Hagen and Wolverton: S. 1052, and H. R. 4598 and 
H. R. 6950. The second proposal would provide Federal mortgage insurance of 
private loans for the construction and equipping of facilities for group practice 
prepayment health plans. The most recent version of this proposal, H. R. 7700 
is also sponsored by Mr. Wolverton. He has acknowledged the personal assist- 


17 Washington Rage on on oe Medical Sciences, Nos. 3845, 346, and 854; The AMA Wash- 


ington Letter, Nos. 56 and 

18 §. 3114, 82d Cong., 2d i pp. 26-27. 

»U. 8. Department of Health, Education, and Welfare, quoted in AMA Washington 
Newsletter, No. 62, March 12, 1954, p. 3. 
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ance of Henry J. Kaiser in redrafting this legislation, originally 1 of the 4 bills 
he introduced in January. 

The Physicians Forum favors the adoption of both these bills as they would 
be an important stimulus to prepayment plans which, based on group practice, 
could provide comprehensive service benefits efficiently and economically. It 
is clear, however, that these proposals are not designed to meet the economic 
problem of financing prepaid health care for the large number of people not now 
cov ered. 

The Physicians Forum recognizes the good intentions and desirable elements 
in a number of the more recently proposed Federal mechanisms for extending 
prepaid personal-health services. However, we do not see how any one of them 
or a combination of them can effectively meet the health needs of the American 
people. We must, therefore, endorse our previous position that a universal 
program of prepaid personal health services as outlined in title VII of H. R. 
1817 introduced by Mr. Dingell is essential. 

Detailed reasons for supporting this Federal mechanism are contained in past 
policy statements and in testimony to congressional committees over the past 
decade. As these reasons are still valid, only a brief summary of them will be 
included here. 

The Physicians Forum favors the prepayment of personal-health services 
through social-security contributions earmarked for this purpose. This broad 
base assures that sufficient money will be available to cover the cost of required 
medical care at all times for covered persons. This also makes it possible for 
each worker's contribution to be proportionate to his ability to pay. The general 
plan of administration assures decentralization and flexibility while at the same 
time maintaining adequate standards and promoting continuous improvement in 
the quality of care. The provision of comprehensive benefits will remove the 
economic barriers in doctor-patient relationships and make available for the 
first time to most people, preventive medical services. The bill makes special 
provisions for group practice, which where utilized, would offer important 
advantages to the recipients, more efficient, better integrated, and generally 
higher quality health services; and to the physicians, increased professional 
satisfactions, greater financial security, and a more orderly mode of living. 

A universal program of prepaid personal-health services will be most effective 
as a part of a comprehensive Federal approach to all major aspects of the coun- 
try’s health problems. The President’s Commission on the Health Needs of the 
Nation has made a number of recommendations in all these areas. The Physi- 
cians Forum has advocated similar proposals for many years and again would 
like to emphasize their importance, in particular, the expansion of the Hill- 
Burton hospital construction program, increased Federal support of medical 
research and public-health activities, and establishment of a Federal-aid program 
in the field of education of health personnel. 

Only legislation embodying all these proposals can make possible an expanded 
and integrated national health program—one which will mobilize all the Nation’s 
health resources and truly meet the health needs of the American people. The 
Physicians Forum sincerely urges the Congress to take bold and prompt action 
in accordance with the principles stated in order to conserve and improve the 
Nation’s most priceless asset—the health of its people. 


Dr. Butter. I would like to read from some notes that I made to 
emphasize certain parts about that statement. 

Senator Purrer.. You are at liberty to do that. 

Dr. Butter. The Physicians Forum is composed of physicians 
whose individuals strive daily to give patients needed medical care 
and through their forum discuss continually means of more equitably 
distributing the costs of illness. It, therefore, is particularly sympa- 
thetic to the work of this committee in studying how the cide, 
through the Congress, can contribute to these same purposes. 

Senator Purreti. Doctor, may I interrupt ? 

How many members do you have of the forum ? 

Dr. Burter. There are approximately a thousand members who are 
particularly interested in improving the quality of medical care and 
a more equitable distribution of the cost. So, it is a rather small 
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organization of people who are particularly interested in those 
purposes. 

Senator Purrext. It isn’t a growing organization, is it? 

The reason I ask, so that you will understand, is that I know your 
testimony given here in 1947 indicated that at that time you had a 
thousand members. 

Dr. Burier. That is right. 

Senator Purreiy. So, I wondered—— 

Dr. Butter. No; I think it has been a rather stationary group. 

This group of individuals has chapters that are fairly widespread 
over the country, in Chicago, New York, Boston. In New York the 
chapters are in Kings County and Queens County; also groups in 
Los Angeles, San Francisco, and Washington, D: C. 

Senator Purret.. Doctor, what is the purpose of your forum? 

I mean, you are organized for what purpose? 

Dr. Butter. The purpose of the forum is to try to stimulate thought 
among physicians by holding discussions, and that is why it is called 
a forum, concerning how one can improve the quality of medical care 
and more equitably distribute its costs. 

Senator Purreti. You have local chapters? 

Dr. Butter. Local chapters. 

Senator Purrety. Do you meet with any degree of frequency? Do 
your bylaws call for meetings at specified times? 

Dr. Burier. No; but we hold forums as subjects come up, which we 
feel should be presented to the public, and when there are competent 
people to discuss the particular subject. 

Senator Purretx. And the public is invited? 

Dr. Butter. The public is invited. 

Though the group in Boston is a relatively small group, when we 
hold meetings we may have 250 or 300 people attending the meetings 
to participate in the discussion. 

Senator Purrey. But your sole purpose for existence is the holding 
of these forums to disseminate information regarding health; is that 
correct ? 

Dr. Butter. That is correct. 

Senator Purrerz. And regarding the practice of medicine? 

Dr. Burirr. And the practice of medicine, to improve its quality. 

The Forum has submitted to you a full statement of its opinion on 
how the Congress can best conserve and improve the Nation’s health. 
This statement reviews the findings of recent studies and surveys, 
which have clearly defined the need of Federal action. It also briefly 
mentions certain bills that have been introduced in the Congress prior 
to S. 3114, with which your committee is now concerned. 

The statement then presents the reasons why the Physicians Forum 
supports the principle of Federal reinsurance only as it applies to 
the prepayment of hospital charges, and why it cannot endorse the 
application of this principle to prepaid personal health and medical 
services, as set forth in S. 3114. 

Senator Purtrty. You say you cannot endorse it? 

Dr. Burier. We cannot. We endorse it as regards hospital-bill 
payments, but not as regards personal-health and medical-service 
reinsurance. 

I should like to confine my remarks largely to emphasizing certain 
points relative to this endorsement and disapproval. So far as hos- 
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pital costs go, some form of reinsurance by the Federal Government 
could be provided rather simply, and should lessen the unpredictable 
costs of serious illness. It could not only enable Blue Cross plans, 
for example, to extend coverage to subscribers both as regards services 
and time, but it could, as sugested by M. A. Van Steenwyk, provide 
coverage to the hospital needs of the aged and to subscribers unable 
to meet the premiums, due to employment. 

Reinsurance applied to health and medical services is, however, a 
very different matter. The problem is far more complicated, even if 
commercial plans paying cash indemnity are ruled out—as they should 
be, and as, I assume, they will be. I will read just a little further, 
because I do want to make a distinction between our approval of hos- 
pital-costs reinsurance, and disapproval of health service. 

First, as stated by Dr. George Baehr at hearings of the House 

Committee on Interstate and Foreign Commerce, on H. R. 8356, rein- 
surance will be most beneficial to plans that now provide least cover- 
age and, with extended coverage, will assume the greatest dollar risk— 
that is, plans such as Blue Shield, which indemnify by paying fees 
for services rendered by individual or solo practitioners. The 
limited coverage of these plans, with the need for more comprehensive 
coverage, has been described in detail by A. J. Hayes before the House 
Committee on Interstate and Foreign Commerce, in January of this 
year. 
" Now, on the hearings on H. R. 8356, the unfortunate experience due 
to the inadequacy of such plans to control mounting costs, as cover- 
age has been extended to out-of-hospital benefits, was referred to by 
Dr. Baehr. As the evidence present to that committee is available to 
members of this committee, it need not be repeated here. 

Second, reinsurance will be of little help to efficiently organized 
plans utilizing the services of well-organized group practices—such 
as the Health Insurance Plan of New York City, the Group Health 
Association, of Washington, D. C., the Permanente of California, and 
so forth. Hence, S. 3114 would almost certainly involve the people 
of this country in footing bills based on the unpredictable costs of the 
more extravagant and ill-controlled of the prepayment medical- 
service plans. This hardly seems the best way to meet the public’s 
need of comprehensive health insurance. 

Nelson H. Cruikshank has, I believe, commented, in discussing either 
S. 3114 or H. R. 8356, that Blue Shield plans are weak reeds upon 
which to lean in attempting to build a sound national health program. 

In view of this experience, it seems that every encouragement should 
be given to nonprofit prepayment health- and medical-service plans 
that utilize well-organized group practices to render service benefits 
to subscribers. For this reason, the Physicians Forum endorses H. R. 
7700, and I do not know whether there is a corresponding Senate bill 
or not. 

Senator Purteit. There is no corresponding Senate bill. 

Dr. Burier. Yes. Well, the Physicians Forum endorses H. R. 
7700, the purpose of which is “to encourage the extension of voluntary, 
prepayment health plans providing comprehensive medical and hos- 
pital care of high quality to the people at reasonable costs within their 
means, and to increase the opportunities and facilities by which doc- 
tors may associate themselves together in groups, partnerships, and 
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other private-initiative arrangements of their own choosing, in order 
to broaden the distribution of high-quality medical care through 
general practitioners and specialists working together, making the 
most efficient use of medical skills, facilities, and equipment, and em- 
phasizing preventive medicines, detection of disease, and early 
diagnosis.” 

To consider enactment of S. 3114 in whole before such group prac- 
tices are more widely used in providing health and medical services 
under prepayment plans would, I believe, be most unwise not only in 
regard to broadening medical-insurance coverage but also in regard 
to fulfilling the Government’s responsibility in expending public 
funds. 

The Physicians Forum also wishes to emphasis that even if group 
practices were accepted as the way to provide insured benefits, and 
were available to do so, a large section of the public could not afford 
the means to pay the costs of insurance protection. This has already 
been remarked upon, this morning, by Mr. Edwin J. Faulkner, who 
has just spoken here. 

Since public funds must cover much of the cost of the medical 
care of such individuals or families; since the Federal Government 
can most effectively and economically collect the required funds; and 
since uniform coverage should be provided throughout this country— 
in which families move beyond State borders so frequently—the 
Fhysicians Forum believes your ultimate aim should be directed 
toward the prepayment of personal health services through social- 
security contributions earmarked for the purpose. This broad base 
assures that sufficient money would be wraibidte to cover the cost of 
required medical care at all times for covered persons. This also 
makes it possible for each worker’s contribution to be proportionate 
to his ability to pay. Such a universal program of prepaid health 
services will be most effective as a part of a comprehensive Federal 
approach to all major aspects of the country’s health problems. 

In the meantime, the Congress should, as mentioned, encourage the 
establishment of efficiently organized group practices that are capable 
of economically providing health and medical services to consumer 
prepayment health plans. 

That concludes the remarks that I wish to submit. 

Senator Purret.. Dr. Butler, you agree, of course, that there is 
need ; you simply disagree as to the way in which that need can be met. 
I think I do not want to argue—and I am sure you do not, either—but 
I think it should be indicated for the record that no so-called national 
compulsory health bill—the type of plan to which you referred in 
your testimony 

Dr. Burier. Correct. 

Senator Purret.. No such bill has been introduced in the Senate 
at this session, and, accordingly, no such bill is now before this 
committee, 

Dr. Burier. Correct. 

Senator Purrett. The purpose of the hearings is, absolutely, to 
cliscuss the bills that are before the committee; so that, while we are 
happy to get your views, we do not have any bill with plans or fea- 
tures which are in accord with your testimony, insofar as national 
compulsory health insurance is concerned. I think I ought to indi- 
cate, too, that, on the question of compulsory health insurance, exten- 
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sive testimony was taken during the 76th, 80th, and 81st Congresses, 
and you probably remember that. But, as you know, in spite of that 
testimony, and in spite of the fact that matters were discussed before 
those various conferences, no such bill has ever been reported out of 
committee, or debated, or acted upon by Congress. 

Dr. Butter. That is why we wish to emphasize that, pending the 
proper amendment for so doing, the Congress should encourage as 
far as possible the establishment of the type of physicians’ services 
that can economically and effectively give the services under volun- 
tary prepayment plans. 

Senator Purrete. I want to thank you, Dr. Butler, for your 
testimony. 

We will now hear from our colleague, Senator Saltonstall. 

Senator, we will be very happy to hear from you. 


STATEMENT OF HON. LEVERETT SALTONSTALL, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator SatronstaLu. Mr. Chairman, it gives me great pleasure 
to testify before your committee today in support of S. 3114, a bill 
which I think will help many American families and which I joined 
in introducing. 

The main objective of this voluntary health protection plan is 
broader and better health insurance for more families in our country. 

This voluntary plan can provide the major impetus towards the 
solution of adequate health protection for our people. 

This proposal, eudteenanlied by the present administration, is sound 
in its conception and is built within the framework of our free- 
enterprise system. 

It is my belief that the reinsurance program provided for by this 
bill will successfully stimulate the insurance industry in bringing 
about more comprehensive coverage and increased benefits to the 
people of our Nation. 

The particular merit of this reinsurance program is that better 
health protection for our citizens is made possible here by utilizing 
one of the most effective traditional tools of our society, namely, free 
competition and private initiative. 

At the end of 1939, only 6 million people had any kind of insurance 
protection against hospital costs. It is encouraging to me that today 
92 million people have some hospitalization insurance. It is also 
encouraging to note that half of our people have some surgical insur- 
ance, and that 35 million of our people have some medical coverage. 

But the cold fact remains that millions of Americans in many parts 
of our country don’t have any protection against the costs of medical 
care, and furthermore have no real opportunity to obtain this pro- 
tection. 

Much pioneering still remains to be done if private industry is to 
make possible adequate health protection for individuals and their 
families. 

I have confidence, Mr. Chairman, this new voluntary health plan 
will reach its goals by action as a catalyst to the pioneering spirit, of 
our great free-enterprise system. 

Our aged population has almost doubled since 1900, and the people 
of this country are living longer today than ever before. I under- 
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stand only 1 in 4 persons over 65 has any health insurance. Therefore, 
many more of the aged should have more health protection. Under 
this plan the insurance industry can be encouraged to experiment 
with renewed vigor so as to make the necessary progress in this area. 

Farmers and townspeople in many of our smaller communities in 
aie geographical areas should and could have better opportuni- 
ties to have health insurance protection; and let us not forget that 
great strides can also be made in bringing comprehensive protection 
to those already having some kinds of health coverage. 

The human concern which this administration holds for the people 
in this country was never reflected more clearly than in this piece of 
legislation. This bill, in its own way, reaffirms belief in the individual 
resourcefulness and good common sense of our people, and fosters 
action in the traditional American way. 

Let me just add one thing, Mr. Chairman. It seems to me that we— 
you and I and others—who filed this bill should consider it the founda- 
tion on which to build a good bill and not consider ourselves bound 
by its exact terms; and under your leadership in this subcommittee 
I am confident, listening to the testimony that is presented to you, 
you will be able to make improvements in the bill, keeping the funda- 
mental principle behind it. 

As I have said several times since I have been here in Washington, 
I think—and it was brought home to me more forcibly than any other 
way by my brother-in-law who was a public health commissioner, one 
of the pioneers in public health in this country—a healthy person is 
an asset to himself and to his community and a sick person is not, and 
the person who is unhappy and worried about his future and his old 
age is not an asset to his community. 

So, under the principles of our American system of life, we are try- 
ing to go forward in this way to keep a healthy community, to keep a 
happy community, a community that is not worried and, therefore, 
is an asset to our country. 

Now, that is the principle, I think, on which we should approach 
this, and I was certainly very happy when I heard this plan first dis- 
cussed at one of the Presidential meetings and I was happy, for that 
reason, to join in. 

I thank you for this opportunity to appear in support of the bill. 

Senator Purrert. Thank you very much, Senator. I know how 
busy you are these days with meeting after meeting, and it was help- 
ful to us in having you over here with us. 

Senator SauronstaLL. Thank you very much. 

Senator Purretn. Thank you. 

I would like the record to show that Senator Goldwater is out of the 
city and could not attend, and that Senator Cooper, Senator Hill, and 
Senator Lehman are necessarily attending discussions at other 
meetings. 

We have no other witnesses scheduled to appear before this com- 
mittee this morning. So, the committee will now stand in recess until 
2 o’clock tomorrow afternoon, Wednesday. Witnesses are scheduled 
to appear at that time, although I do not have the schedule before 
me and am not in a position to state who the first witness will be. The 
hearing will be at 2 o’clock, and it will be in this room. 

(Whereupon, at 11: 27 a. m., the hearing was recessed, to reconvene 
tomorrow afternoon, Wednesday, April 21, 1954, at 2 o’clock.) 
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PRESIDENT’S HEALTH RECOMMENDATIONS AND 
RELATED MEASURES 


WEDNESDAY, APRIL 21, 1954 


Unitep States SENATE, 
Comm™irrre oN Lazor AND Pusiic WELFARE, 
SupscoMMirrer ON Hearn, 
Washington, D. C. 

The subcommittee met at 2:03 p. m., pursuant to recess, in Room 
P-63 of the Capital, Senator William A. Purtell, chairman of the 
subcommittee, presiding. 

Present: Senator Purtell (chairman of the subcommittee). 

Also present: Roy E. James, staff director; Melvin W. Sneed and 
William G. Reidy, professional staff members. 

Senator Purret.. The hearings of the subcommittee on health will 
be in order. 

We are changing the agenda a bit due to train schedules. I am 
sure the witnesses won’t object to this little change. It will help the 
witnesses who have to make these earlier trains. 

So, our first witness will be Mr. D. D. Murphy, commissioner of 
insurance and president of the National Association of State Insur- 
ance Commissioners. 

Weare very glad to have you with us, Mr. Murphy. 


STATEMENT OF D. D. MURPHY, PRESIDENT OF THE NATIONAL 
ASSOCIATION OF STATE INSURANCE COMMISSIONERS, ACCOM- 
PANIED BY LAWRENCE LEGGETT, CHAIRMAN OF THE EXECUTIVE 
COMMITTEE, NATIONAL ASSOCIATION OF STATE INSURANCE 
COMMISSIONERS; WADE 0. MARTIN, JR., CHAIRMAN OF THE 
HEALTH AND ACCIDENT COMMITTEE, NATIONAL ASSOCIATION 
OF STATE INSURANCE COMMISSIONERS; AND C. C. WOOD, AT- 
TORNEY FOR THE SPECIAL COMMITTEE OF THE NATIONAL 
ASSOCIATION OF STATE INSURANCE COMMISSIONERS 


Mr. Morpuy. Thank you. 

Mr. Chairman, with your permission, I would like to introduce 
other members of the committee that was appointed by our executive 
committee to consult with you on this matter. 

Senator Purreii. All right. 

Mr. Moureny. Mr. Lawrence Leggett of Missouri. 

Senator Purreti. We are glad to have you with us, Mr. Leggett. 

Mr. Mourruy. Mr. Leggett is chairman of our executive committee. 
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Mr. Martin, vice chairman of that committee and chairman of the 
health and accident committee. 

Senator Purrett. We are happy to have you with us, Mr. Martin. 

Mr. Murpny. And Mr. Wood, attorney for the committee. 

Senator Purtet,. How do you do, Mr. Wood. 

Mr. Murruy. There are two members of our committee who are 
unable to be here today, Mr. Don Nolton, of New Hampshire, and Mr. 
Thomas Pansing, of Nebraska. They were unable to he here today. 

Senator Purreiy. Is it your desire to have these other gentlemen 
testify today ? 

Mr. Morpny. No, sir. 

Senator Purreti. You are at liberty to do so, if you wish. 

Mr. Mourrny. No, sir. I think we don’t want to burden your com- 
mittee with a lot of oral testimony. 

We have submitted a paper to you. If it is your wish we not read 
this paper, we will be glad to give you our points in consideration of 
this bill. 

Senator Porter... If you wish to brief it, summarize it, and then 
have the whole paper put in the record, that would be fine. On the 
other hand, if you wish to read it all, you are at liberty to do that. 

Mr. Murrny. I think it would be better and would expedite it a 
little—— 

Senator Purrety. Whatever you wish. 

Mr. Morpny. If we just pinpoint our remarks. 

Senator Purrety. You are at liberty to be seated, if you wish, unless 
you are more comfortable standing. 

Mr. Murrny. Thank you. 

Mr. Chairman, gentlemen of the committee, the executive of the 
NASIC, meeting in Chicago on April 6, 1954, after full consideration 
of the effect of H. R. 8356, 83d Congress, adopted a resolution listing 
a number of objections to the reinsurance and directing the president 
of the association to designate certain members to appear before the 
appropriate committees of Congress and express our opposition of the 
executive committee to this bill. 

Actually, your committee is considering S. 3114, but it is understood 
to be the similar bill or identical with that of the House bill. 

A written statement has been furnished you, filed with you, as to 
our points of analyzation of the bill, and unless you wish it we will 
not read that statement. If it is your wish we will be glad to, sir. 

ae Pourre.t. You may present your testimony any way you 
wish. 

Mr. Murrny. We favor the objectives of the bill in improving the 
public health, and our association is now and for some time has been 
studying the whole matter of health insurance with a view of improv- 
ing the public health; but we object to the bill for the following rea- 
sons: 

It could be the first step toward the Federal regulation of health 
insurance. 

It will not achieve the objects and purposes set forth in the bill. 

It would lead to the socialization of health service and afford un- 
desirable subsidization of health insurance by the Federal Govern- 
ment. 

It puts the Federal Government in the health-insurance business, 
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It approaches a total delegation of power to the Secretary of Health, 
Education, and Welfare and affords that official free hand in the regu- 
lation of all phases of insurance covered by the bill. 

The provisions for technical advice to the insurance industry will 
give them little information which they do not already have. 

The reinsurance fund will not be self-sustaining since a profit would 
have to be realized on risks not otherwise considered sound. 

Substantial progress has been achieved in the increase of both the 
quality and quantity of health coverage, and this bill would contribute 
little to such progress. 

It is incompatible with the public policy expressed by the Congress 
in Public Law 15, 79th Congress. 

Now, those are our main points of objection, sir, and if there are 
any questions that you would care to ask the committee we will cer- 
tainly be happy to answer those, or if you would rather that we take 
our paper and go through that we will be glad to do it, sir. 

Senator Purretit. No; I think the way you presented your testi- 
mony here is helpful to us because, of course, I want to state now, 
while some of my colleagues are not here—aad I state this usually 
at every meeting, or try to, where we do have absentees—many of 
them are on other official business and, therefore, couldn’t attend; 
but I want you to know that your complete paper will become a part 
of the record, as well as your oral testimony here, and they will, 
of course, look it through thoroughly so they will have the advantage 
of your thinking. 

Mr. Murpny. Thank you. 

(The prepared statement submitted by Mr. Murphy is as follows:) 


RESOLUTION BY NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS, 
CHICAGO, ILL. 


Whereas the National Association of Insurance Commissioners is one of 
the oldest voluntary organizations of State regulatory officials in America; 
and 

Whereas this association has consistently since the year 1871 advocated 
insurance legislation in the public interest, and accordingly, the executive 
committee of this association was called into session at the request of the 
President to consider H. R. 8356, 88d Congress (2d sess.) ; and 

Whereas said executive committee of the National Association of Insurance 
Commissioners, meeting in the city of Chicago, Ill., and considering the text 
of the bill has reached certain definite conclusions: Now, therefore, be it 

Resolved by the executive committee of the National Association of Insurance 
Commissioners, That this committee does hereby approved as being meritorious 
and in the public interest the avowed and declared objective of improving 
public health in the Nation; be it further 

Resolved, That such executive committee does hereby voice strenuous oppo- 
sition to the enactment of H. R. 8356, 88d Congress (2d sess.) for a number of 
reasons, some of which are as follows: 

1. It is the considered opinion of the committee that the said H. R. 8356 
in the final analysis is in truth and in fact, a bill authorizing and providing 
for regulation of this phase of the business of insurance by the Federal Goy- 
ernment and should be considered as such ; 

2. That the said H. R. 8856 will not, in our opinion, achieve the objects and 
purposes set forth in the proposed measure ; 

3. That the said H. R. 8356, if enacted into law, would inevitably result 
in the socialization of health services and undesirable subsidization of health 
insurance by the Federal Government ; 

4. That the bill, as drawn, clearly places the Federal Government in “the 
accident and health insurance business; and 
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5. That the said H. R. 8356 is contrary to the public interest; be it further 

Resolved, That the president of the National Association of Insurance Com- 
missioners be, and he is hereby authorized and directed to designate one or 
more members of said association, to transmit copies of this resolution to the 
Committee on Interstate and Foreign Commerce of the United States House of 
Representatives and to the Senate Committee on Labor and Public Welfare 
and to any subcommittee of either of the said committees or to any other appro- 
priate committee or subcommittee of the Congress, and to give before any such 
committee or subcommittee such testimony bearing upon the said H. R. 8356 
as may be deemed appropriate and compatible with this resolution. 


The National Association of Insurance Commissioners has always encouraged 
and fostered legislation, resolutions, and any other measures to encourage the 
broadening of health insurance in order that the public health of the country 
may be put on as high a plane as possible. We wholeheartedly agree with the 
purposes expressed by the President of the United States in his health message to 
Congress on January 18 and heartily endorse the purposes as outlined by the 
President ; however, we do not feel that these purposes can be accomplished by 
the proposed legislation known as the Health Service Prepayment Reinsurance 
Act. 

We are opposed to the administration health reinsurance bill because: The 
bill contains provisions which will subject the field of health insurance to Federal 
regulation; the purposes of the bill will not be served by the methods provided ; 
the bill contains provisions which involve subsidization and tend to point toward 
the complete socialization of health services; the bill as drawn clearly places 
the Federal Government in the accident and health insurance business; the bill 
contains provisions which are contrary to the public interest. 

First. The bill contains provisions which will subject the field of health 
insurance to Federal regulation. This regulation will be contrary to the spirit 
and purpose of Public Law 15, 79th Congress, which reads in part as follows: 
“The Congress hereby declares that the continued regulation and taxation by 
the several States of the business of insurance is in the public interest, and that 
silence on the part of the Congress shall not be construed to impose any barrier 
to the regulation or taxation of such business by the several States.” Section 
107 (a) and (b) (p. 10, lines 5-13) provides for general regulation by the 
Secretary. The broad power given to the Secretary to make regulations having 
the effect of law will subject the carriers to Federal regulation. Section 303 (a) 
(p. 18, lines 11-20) gives the Secretary the power to regulate plans and carriers. 
Section 303 (b) (p. 15, line 25; p. 16, line 6) gives the Secretary the power to 
regulate rates. 

Sections 304 and 401 (p. 17, lines 4-8 and p. 36, line 18 to p. 37, line 10) give 
the Secretary power to determine that the companies are operating according 
to law, are financially sound, and entitled to public confidence. This carries 
with it the power to do all things which the Secretary may believe necessary to 
satisfy him in these respects, including the power of investigation, examination, 
and subpena. Any recourse from the findings of the Secretary would be subject 
to review of the United States courts only, thereby bypassing the State courts. 

Section 404 gives the Secretary the power to regulate advertising. We regard 
these provisions as particularly objectionable because they subject the health 
insurance field to Federal regulation. The carriers which participate would be 
subjected to this regulation directly. 

We take pardonable pride in the fact that so many of the witnesses appearing 
before the congressional committees considering this bill have spoken in terms 
of high praise of the job of reguiation of insurance as it is being done on the 
State level. History shows that it was Elizur Wright, the Armstrong Investiga- 
tion, and other State regulatory officials and activities which have brought 
propriety and effectiveness to the field of insurance regulation. The principle 
of State regulation of insurance rests on the solid ground of precedent and law. 
We feel that a better job can be expected of the States because we are closer to 
the people than the Federal Government and more familiar with the problems. 
Our departments are experienced and well organized to handle the many prob- 
lems of the complex insurance industry. Many long hours and large sums of 
money have been spent in revising the insurance laws of the several States. 
These laws have been painstakingly drawn to reduce abuses and confusion and 
to encourage the expansion of insurance to meet the needs of the public. We 
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feel that there would be a tremendous loss in setting aside the deliberations of 
our legislatures and by superceding these written statutes with a system of 
regulations depending in large measure on the discretionary power of one 
person. We regard this bill as not only containing the objections set forth but 
also as a Significant step toward the complete Federal regulation of this phase 
of insurance. We, therefore, strenuously object to those provisions of this bill 
which express or imply Federal regulation. 

Second. (A) The purposes of the bill will not be served by providing technical 
advice. The furnishing of this advice will, in our opinion, cause great con- 
fusion and possible inefficiency in the insurance business as we know it today 
because it will be necessary for the Department of Health, Education, and 
Welfare to encroach on the personnel of the commercial carriers, State insur- 
ance departments, and advisory organizations to obtain this type personnel. 
There is no other source. If this program is to involve training of technicians, 
it will be years before the program can be put on an efficient basis. The studies 
and findings of this informational service would necessarily cover many sub- 
jects and it is probable that an individual carrier would find relatively few 
of the reports to be of use in the solution of his particular problems. In an 
effort to promote the purposes of this bill there will be a tendency for the 
studies and advice to be slanted to show that certain underwriting principles, 
plans and areas of insurance, and organizational procedures are feasible when 
these principles and procedures may be actually unsound. Technical advice, 
alone, does not seem likely to offer much encouragement and stimulation to 
the making of comprehensive plans available on reasonable rates to the maximum 
number of peopie. 

(B) The purposes of the bill will not be served by making that form of re- 
insurance available that is prescribed in the bill. The number of Americans 
covered by hospital insurance increased from 6 million in 1939 to more than 90 
million in 1952. Policy provisions such as grace-period provisions, limiting 
time-of-action clauses, exceptions, and exclusions have been made more liberal. 
Group-insurance coverage has been extended to smaller units. More people are 
being reached through farm cooperatives. Weekly premium hospital and sick- 
benefit plans are increasing the availability of coverage to people otherwise 
unreachable. Carriers have shown an increasing willingness to experiment with 
more comprehensive plans such as coverage for impaired lives and major medical- 
expense insurance. The number of Americans who are insurable and can pay 
their share of the cost of voluntary-prepayment plans and who actually have 
not had the opportunity to purchase health insurance under present conditions 
is very small. 

For example, in one medium-sized State 9,954 licenses were issued during 
the year 1953 to agents to sell hospitalization and accident and health insurance. 
The population of this State as shown by the last census was approximately 
2,100,000. This gives a ratio of 1 such agent to every 215 persons. Since the 
earnings of these agents are primarily derived from commissions from the 
sale of such insurance, it would appear to us that the public has had ample 
opportunity to secure such coverage. This extension of health insurance has 
taken place with little use of the already extensive reinsurance facilities avail- 
able. There seems to be little evidence that this development would have been 
encouraged or stimulated more by increased reinsurance facilities, particularly 
if the increased facilities had carried the possibility of a form of Federal 
regulation. 

Third. The bill contains provisions which involve subsidization, which tend 
to point toward the complete socialization of health services, and which clearly 
place the Federal Government in the accident-and-health-insurance business. 

Section 301 (p. 11, lines 6-16) provides that if reinsurance at premium rates 
comparable with those offered pursuant to this title is not available the Secre- 
tary is authorized to reinsure plans on behalf of the United States. Private 
reinsurers who have had to furnish their own capital, who did not have the 
benefit of a subsidy for the first 5 years of their existence, and who are paying 
taxes to support such nontaxed programs as this one will probably be compelled 
to retire from this field, and this field may pass completely into Government 
operation. 

Section 306 (p. 26, line 16; p. 27, line 6) provides a reinsurance premium 
which is to promote the objectives of the act and is also to conform to actuarial 
principles. Real encouragement and stimulation of private health-service plans 
almost has to take the form of benefits which are more valuable than the costs. 
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This type of encouragement and stimulation is the exact opposite of the funda- 
mental principles of actuarial science. 

We regard these provisions as particularly objectionable because they place 
the Federal Government in the accident-and-health-insurance business and con- 
stitute or could constitute a significant step toward the subsidization and com- 
plete socialization of health services in the United States. 

Fourth. The bill contains provisions which are contrary to the public interest. 
Section 805 (a) (p. 18, lines 9-20) provides reinsurance coverage for 75 percent 
of the normal losses. If a nonprofit carrier is induced to reinsure existing 
hazardous plans or underwrite hazardous plans because of reinsurance under 
the terms of this bill, and excessive losses result, then the subscribers (including 
the regular, nonhazardous, and nonreinsured subscribers) will eventually pay 
25 percent of the excess losses. 

Section 305 (2) (p. 24, lines 17-23) provides the limitation of liability of the 
of the United States to the amount which may stand to the credit of separate 
funds. A commercial insurer or reinsurer cannot limit its liability to the amount 
in a separate fund. All of its assets must be available for claims payments, 
This provision of the bill seems to indicate that the liability under unprofitable 
accounts may be written off, and that the profitable accounts (i. e., accounts for 
which reinsurance was not needed in the first place) will continue. 

Section 101 (f) (p. 4, lines 4-19) defines personal-health services as those 
those services rendered to invidivuals by licensed health personnel. Further 
references concern institutions licensed by a State. There is a reference which 
includes eyeglasses. There are no references including or excluding false teeth 
and hearing aids. It would appear that the reinsurance benefits may exceed 
the benefits provided in the contract issued to the individual. If this be the 
case, then the direct writers would never know the amount of premiums neces- 
sary to provide the benefits under his contract. 

Section 304 (p. 17, line 10) provides that the renewal of the reinsurance con- 
tracts will be optional with the Secretary. A carrier may underwrite a hazard- 
ous risk because of reinsurance under this bill and find later that it may have 
to increase premiums or reduce benefits because of the nonrenewal of the 
reinsurance. 

Section 305 (d) (p. 21, line 23, to p. 22, line 7) prescribes a preferred status 
to obligations arising under the plan to the exclusion of other creditors. 

Under the general provisions of the bill, it may be possible that encouragement 
will be offered to companies to go beyond the actuarial and other statistical 
limitations in the writing of hazardous classes of business thereby resulting in 
chaos, confusion, and ultimate insolvency of certain carriers unless further 
provisions are made for unlimited Federal aid to those who would follow this 
trend. 

Finally, we agree wholeheartedly with the avowed and declared objective of 
improving public health in the Nation, but fail to see any likelihood that the 
purposes can be achieved by the provisions of the bill. The failure of this bill 
to accomplish its purposes is likely to foster a clamor for further subsidization 
and socialization of health services. Apart from our forebodings concerning 
the effectiveness of this bill in achieving its purposes, we believe that the bill 
contains many objectionable provisions. The major portion of the Nation’s 
uninsured health bill results from the lack of insurance on aged, uninsurable, 
and indigent persons; the unwillingness on the part of many to buy health 
insurance; and the impracticability of applying the prepayment principle to 
certain health expenses. It is these very areas of greatest need that will be 
served least by this legislation. 

We therefore urge this committee to give this bill an unfavorable report. 

Senator Purrety. I am interested in your remarks. I haven’t had 
a chance to study your paper, but you appear to have more fear of 
what it will do. This is a voluntary plan. Why do you feel it won’t 
do what we think it will do, that it will explore these fields we hope 
to open up? 

It is voluntary. They don’t have to do it. If they want to explore 
these new fields, they are at liberty to do it without in any way taking 
advantage of the proposals in the bill for reinsurance. 

Mr. Mvurreny. Senator, we can’t see any possibility of your bill en- 
couraging the expansion of the health-insurance business, as we know 
it in this country today. 
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There is one thought in the expansion of the health-insurance busi- 
ness: There must be provisions to take care of the additional costs. 

Now, in this bill it is not provided that the money that will be ap- 
propriated by the Congress will be used to supplement that of direct 
insurance companies in paying for additional benefits. 

Senator Purrett. That is right. That is not the intention or the 
idea. 

Mr. Mureny. Therefore, it is our thinking that the bill is not a 
matter of encouragement for the expansion. 

We might say the bill, in our opinion, is somewhat of a cushion, 
could be used as a cushion, to absorb losses by insurance companies, 
but not to recover those losses. 

Senator Purret.. Of course, the intention of the bill is simply to 
permit the seeking out of new areas, areas not presently covered, either 
covered partially or not covered at all, where the insurer is assured 
against excessive, loss, where the Government says, in effect, “If you 
will go out and try to seek coverage in these fields, gain experience, 
you will then be assured against excessive loss by underwriting 75 
percent of it, by reinsuring the risk and underwriting 75 percent of 
the loss.” 

Now, isn’t it a fact that many of the fields presently covered by 
health insurance were not covered until experience was built up? 

Mr. Murpny. Yes, sir. 

Senator Purret.. They couldn’t be. 

Mr. Mourpny. That is very true, sir. 

Senator Purreni. Caution had to be exercised. 

Mr. Murpuy. But that experience has been built up. 

Senator Purreiy. That is right. 

Mr. Murpny. It has been built up in the last few years, and, as we 
indicate in our paper, in 1939 it was shown that only 6 million people 
in this country were covered by health insurance, but at the end of 
1952 there were 90 million covered by health insurance. 

Now, there may be some question as to why the others are not cov- 
ered, but in that category there is a number of people who would not 
buy health insurance, in our opinion, if it was absolutely offered to 
them; and we think that from our records and from our departments 
that the statistics will show that those people who can and are insur- 
able have been given an opportunity of purchasing health insurance. 

Senator Purrey. I don’t wish to argue the point with you, but we 
have testimony here which shows there are many areas that appar- 
ently haven’t as yet been fully explored where insurance probably 
would be welcome. You have geographic situations. You have age 
limitations. You have other areas where, perhaps, with assurance of 
not excessive losses in establishing experience in those fields, you might 
find you would hurry the coverage in those fields if it were offered. 

It is not the intention, as certainly the Department has expressed 
in its testimony up here, to try to have the Federal Government get 
in the field. 

We say it is voluntary. It is simply a way of assisting in the 
reinsurance. 

If there are companies that do reinsure—evidence has been given 
here that there are companies that are doing reinsuring—they are, of 
course, free to continue, and we hope they expand and even do a lot 
more of it. 

46293—54—pt. 3-19 
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It is simply to encourage, as it were, the seeking out of new fields 
there without the risk of excessive loss. 

Mr. Murrny. We can’t understand, Senator, how this can be done 
unless there is some differential in rate structures. Even with this 
offer of assistance to the companies, we feel that the premium rates 
today are not excessive. Therefore, if you are going to broaden the 
coverage, it must be, from an actuarial standpoint, an increase in rate 
to do that. 

Therefore, the bill does not offer any encouragement, except to pos- 
sibly encourage the increase in rates for this type of coverage to those 
people; and when that is done, it is our thinking that there is a class 
of people in this country today who will be placed in a position of the 
rate being prohibitive to them. 

Senator Purretyi. That is true, but isn’t it a fact also that your own 
figures indicate that in 1989—I think these were your figures—6 mil- 
lion people were covered by health insurance and now there are ap- 
proximately a hundred million, or 90 million? 

Mr. Mourpny. Yes; that is right. 

Senator Purrery. I believe that is right. I believe we have had 
testimony here that indicates it is as high as a hundred million. 

Ninety million is the figure you used. 

That indicates someplace there has been 84 additional million people 
covered by health-insurance plans between 1939 and 1954; is that 
correct ? 

Mr. Moureny. Yes. 

Senator Purreti. And those were areas that were not covered in 
1939. 

Now, they have found—the insurance companies apparently have 
found—the fields there to cover; isn’t that right? 

Mr. Morpny. Yes. 

Senator Purreit. There are 84 more million people. 

If there were means at that time to encourage perhaps accelerated 
coverage or perhaps exploration of those fields, perhaps that cover- 
age would have been attained sooner and perhaps there are areas now 
that need that exploration, as it were, that will be encouraged by this 
insurance against excessive loss. 

Mr. Murpnuy. Senator, we don’t mean to lead you to believe that 
there is that many people who do not have some form of health pro- 
tection in the country. 

The 90 million that we speak of is taken from statistics that shuw 
that these people are covered by health insurance. 

Now, in the remaining number of people there are many in that 
group who do not need health insurance because they have a form of 
1ealth protection. For instance, your military people. 

Senator Purteiu. Yes. 

Mr. Mourrny. For instance, those people who are covered through 
religious organizations, and things like that, private plans of health 
insurance, similar to that of the Standard Oil, for instance, and the 
Bell Telephone Co. 

So we just don’t assume there is that many people without health 
protection in the country. 

Senator Purret,. We have some figures here that were given to 
us in previous testimony. 
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Have you those figure here, or that chart which indicates the cover- 
age right now? 

In any event, it indicates that there are many millions of people who 
presently aren’t covered who might be covered, and I am not getting 
into the indigent at all in that area. 

Mr. Murpuy. Well, the National Association of Insurance Com- 
missioners has, through the years, encouraged the expansion of this 
and we take pride in pointing to the fact that this great increase has 
occurred in the last 12 years and we think the insurance industry, 
as it progresses, will be able to take care of this situation very nicely. 

Senator Purret.. We think the insurance companies and your State 
insurance commissioners have done an excellent job, too. 

Mr. Murpuy. Thank you. 

Senator Purrett. This is not in any way criticism of either the 
bill or any testimony that might come from this member of the com- 
mittee as an indication or feeling that they have not done an out- 
standing job. 

Mr. Moreny. Thank you, sir. 

Senator Purrett. Perhaps the bill might help them to do a better 
job quicker. We don’t know. 

Mr. Murpuy. Well, that may be true, Senator, but in analyzing the 
bill we don’t feel it will. 

Senator Purrerit. Thank you very much. 

Have you any questions that have been given to you by any members 
of the committee ? 

I want to thank you very much, and I can assure you that your pre- 
pared paper will receive utmost consideration. 

Mr. Murpuy. Thank you very much. 

Senator Purreri. Thank you for appearing. 

Mr. Morrny. And we appreciate your rearranging your schedule 
to give us an opportunity of getting out on our schedule. 

Senator Purrett. We are happy to be able to accommodate you. 

Mr. Mourpny. Thank you. 

Senator Purreiy. Our next witness will be Mr. John H. Miller, 
vice president and actuary of the Monarch Life Insurance Co., on 
behalf of the Association of Casualty and Surety Companies, the Bu-. 
reau of Accident and Health Underwriters, and Health and Accident’; 
Underwriters Conference. 

Mr. Miller. 

Mr. Miter. Good afternoon, Senator Purtell. 

Senator Purrett. We are glad to have you wit) us, Mr. Miller. 


STATEMENT OF JOHN H. MILLER, VICE PRESIDENT AND ACTUARY 
OF MONARCH LIFE INSURANCE C0., REPRESENTING THE BUREAU 
OF ACCIDENT AND HEALTH UNDERWRITERS, HEALTH AND AC- 
CIDENT UNDERWRITERS CONFERENCE, AND ASSOCIATION 0)’ 
CASUALTY AND SURETY COMPANIES 


Mr. Mrier. I onperine the opportunity of appearing on behali 


of the Association of Casualty and Surety Companies, the Bureau of 
Accident and Health Underwriters, and the Health and Accident 
Underwriters Conference, voluntary associations, whose combined 
membership consists of over 300 insurance companies. The members 
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include life, accident, and health only; casualty, fire, and fraternal 
organizations, issuing health and accident insurance on both a group 
and individual basis. 

My remarks may not express the consensus of all of the members of 
these associations, but do reflect the views of a representative group 
of insurance executives who have been able to discuss the bill and agree 
upon this statement. 

We hope that it represents the viewpoint of a substantial majority 
of the members of the three associations. 

The administration’s health program deals with important aspects 
of the medical-care costs of our whole population. Its primary em- 
phasis is on the provision of services and facilities for treatment of 
illness or injuries. The program includes proposals for diagnostic 
centers and for specialized institutions to meet the specific needs of our 
chronically ill and aged citizens, the provision of medical facilities for 
rural areas, programs for the rehabilitation of disabled persons, pro- 
motion of public-health measures at the local level, and a study of 
improved income-tax treatment of medical expenses. We strongly 
favor the objectives of the program in general. 

I would like to comment on the highlights of the program from an 
insurance viewpoint. 

Insurance is concerned with providing a means of easing the finan- 
cial burden of medical-care services, rather than with providing the 
services themselves. 

Weare pleased that this program places major reliance on voluntary 
insurance as the most effective means of distributing the costs of sick- 
ness and accident. 

Before discussing the proposed bill in relation to voluntary insur- 
ance, it may be well to describe briefly the forms of insurance available 
to help meet the cost of medical care. 

Accident and sickness insurance first provided only the basic dis- 
ability benefit, that is, a cash income during periods of disability, 
designed to replace a portion of the insured’s income lost because of 
illness or injury. 

Currently about 30 million people have this form of insurance, and 
benefits are being paid in the amount of about half a billion dollars 
yearly. 

That does not include a considerable amount of self-insurance by 
way of paid sick-leave benefits and other arrangements. 

Nearly 50 years ago insurance companies began to include in these 
disability policies provisions for increased benefits while the insured 
was in the Racial, and special payments toward the cost of surgery 
or the treatment of injuries. 

About 20 years ago these hospital benefits assumed increased impor- 
tance and the companies began to sell hospital expense insurance, 
apart from the loss of income benefits, both on a group and individual 
basis. 

The next development was to provide these benefits to the family 
dependents of the insured as well. 

To illustrate the hospital coverage now available, a policy might 
provide a payment of $15 for each day of hospital confinement, up to 
a limit of 70 days, plus the payment of hospital charges, other than 
for room and board, up to $300. 
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Both the amounts and the time limit mentioned can be varied in 
either direction. 

Insurance companies currently provide benefits of this type to about 
50 million people, while the total number with hospital expense pro- 
tection, including those covered by Blue Cross and other methods, is 
estimated at about 100 million people. 

I might mention that the difference in these figures is due to the 
time. ‘The estimate as of the end of ’52 is about 90 million, and pro- 
jecting that to date we believe at least a hundred million are covered. 

Senator Purretn. So that you believe there has been an increase of 
10 million in the course of a year? 

Mr. Miter. It has been running at about that rate; yes. 

Senator Purretz. I would like to get that clear. 

Mr. Miter. The increase. 

Senator Purrett. When you say it has been running at that rate, 
you mean for a year; you don’t mean that has been the average for 
any number of years, do you ¢ 

Mr. Miter. I have some figures here with me on that point. 

Our estimate at the end of 1952 was 91,667,000 with hospital ex- 
pense. At the end of ’51 it was 85,991,000, which is approximately a 
6 million increase. 

Senator Purrei.. Is there any duplication in those figures, or do 
you feel there is any duplication ¢ 

Mr. Miter. The figures were obtained by getting the Blue Cross 
membership from the Blue Cross Commission and getting figures of 
the mrumber of policyholders from the companies and then making 
adjustments for estimated duplication, based on special studies. 

Senator Purrett. Do you feel there is an absorption point here? 

Do you feel we have reached it, or are we approaching it, or what? 

Mr. Mitter. No; the rate of increase seems to be continuing without 
any great abatement. 

There has been a catching up of the surgical coverage with the 
hospital coverage. 

Senator Purret.. This 10 million increase in the course of a year, 
as compared with roughly a 6 million increase the previous year—to 
what do you attribute that? 

Do you attribute that to an awareness on the part of the people who 
have a need for it, or more attractive policies, or more diligence in 
selling the policies ? 

How do you ascribe this additional 10 million in the course of a year ? 

Mr. Miter. Well, I am speaking as of today, which would be about 
16 months. 

Senator Purreti. Sixteen months. 

Mr. Miter. That is about the same rate as 6 million a year. 

Senator Purtretz. That is right. 

Mr. Mitter. Yes. 

Mr. Mituer. No; as of currently. 

The development of surgical expense benefits followed much the 
same pattern. The typical surgical benefit provides reimbursement 
cf surgeons’ fees subject to limits specified in a schedule which lists 
the more common operations by name and indicates the limit of pay- 
ment for each. Commensurate amounts are paid for other operations. 

The insurance companies now cover nearly 50 million people for 
surgery, while the total coverage, including that provided by the 
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Blue Shield plans and other methods, is estimated to be well over 75 
million. 

To provide benefits toward the cost of medical care other than 
surgery, the medical expense benefit was developed. In some forms 
this provides a stipulated payment, such as $3 or $5, for each doctor’s 
call, subject to limits as to the frequency and total number of calls for 
which payment will be made. 

In other forms it pays the total cost, within limits, after deducting 
an initial portion of the expense. 

In some cases payment is made only for calls made in the hospital ; 
in other plans home and office calls are covered as well. 

Although less recently introduced than the hospital and surgical 
benefits, medical expense benefits now cover an estimated 40 million 
of our citizens. 

Of great interest and significance is the current rapid development 
of major medical expense insurance, a new form which places the 
emphasis on more complete protection against the costly and prolonged 
illnesses. 

Senator Purrert. May I interrupt? 

Is that the preferred term ? 

It is so often referred to as catastrophic insurance. 

Do the insurance people prefer to call it major medical expense? 

Mr. Miter. Both terms are used. 

Senator Purrett. Which is the preferred term in the insurance 
field ¢ 

Mr. Mitier. I would say the major medical expense. : 

Senator Purrety. Major medical expense. 


Mr. Mitier. Major medical expense seems to be the one we are 
coming to. 

Senator Purreti. Thank you. 

Mr. Muiuer. A typical plan pays three-fourths of the expenses of 


hospital, surgical, medical, and nursing care and other therapeutic 
services in excess of a stated deductible amount, such as $300, and 
up to a limit of $5,000 or $10,000. Although this is the latest form 
to be offered, already more than a million people are protected by it 
with the coverage growing daily. 

Senator Purreitt. Have you any idea how many insurance com- 
panies are offering that type of insurance, catastrophic or major med- 
ical expense insurance ? 

Mr. Mutter. I believe there are at least 25. 

Senator Purte.yi. Twenty-five. 

Mr. Miter. And there are more announcing it almost every week 
or month. 

Senator Purreit. That is a very recent development, isn’t it, with- 
in a matter of 6 months or a year? 

Mr. Mutter. I would say about 5 years, but the growth has been 
mostly in the last 2 years. 

Senator Purreti. I am sorry for these interruptions. 

Mr. Miter. Surely. 

Senator Purrer.. But I would like to get this information in the 
record at the appropriate point in your testimony. 

Mr. Mutter. That is all right. 
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Last year, through voluntary insurance of all types, our citizens re- 
ceived about $134 billion of benefits for hospital, surgical, and medical 
expense. : 

In pointing out the growth in voluntary insurance, both in the num- 
ber covered and the scope of the benefits, we do not mean to imply 
that voluntary insurance can solve all of the problems of financing 
medical care. 

Insurance people are the first to recognize that insurance does not 
reach every segment of our population. 

Insurance is beyond the reach of those of our citizens who do not 
have the purse to pay the premium; their needs we believe must be 
handled by assistance at the local level. 

The services of voluntary insurance have been less in demand in 
rural than in urban areas, in part because medical facilities have been 
less easily available in some country districts. 

Senator Purreit. May I interrupt a moment ? 

In the paragraph prior to the one you are reading you say : 

Last year, through voluntary insurance of all types, our ctizens received about 
$1% billion of benefits for hospital, surgical, and medical expense. 

It is interesting to know how that is broken down. Our figures 
here, submitted at an earlier hearing—that is, an earlier date of these 
hearings—showed that private medical care expenditures paid by in- 
surance in hospitalization amounted to $1,100 million out of a total of 
$2,800 million, or roughly 38 percent of the hospitalization cost, was 
paid by insurance companies. That is 38 percent in that instance, and 
on physician services the total was $2,900 million, of which a half a 
billion was paid by the insurance companies, or 19 percent. 

I think, don’t you—I am sure you agree with me—when we talk 
about coverage, we have got to talk about the extent of coverage, too? 

Mr. Mitier. Yes. 

Senator Purreti. And the amount of coverage when it is applied 
against a total bill? 

Mr. Mitier. Yes. 

Senator Purrexy. So, we have figures which indicate that there was 
19 percent of the total cost of physician service that were met by in- 
surance and 38 percent of the hospitalization. 

Mr. Miter. Yes. 

Senator Purrety. Thank you. 

Mr. Mixer. Yes, sir. 

Insurance companies—— 

Senator Purreti. Do you feel those figures—again, I am sorry for 
these interruptions. 

Mr. Miter. Yes. 

Senator Purrett. But I don’t know how we can develop these 
things any better. 

Do you feel those figures pretty well represent the picture, or do 
you have figures which would indicate, from your shadiion what the 
total load carried by insurance in the case of these costs are? 

Mr. Miter. No; I think those figures are roughly in line. I be- 
lieve those are the figures developed by the HEW Department—— 

Senator Purren. Yes. 

Mr. Miier (continuing). And I am quite familiar with those. 





S80 PRESIDENT’S HEALTH RECOMMENDATIONS 


I think the significant point in those figures is, first, that ratio has 
been gaining perceptibly year by year. When you look at a 3- or 
4-year comparison, which is now available, you see a steady growth, 
percentagewise. 

Senator Purreiy. But it does indicate a wide field for improvement 
there on coverage, doesn’t it ¢ 

Mr. Miruer. Oh, there is a great deal of room. 

I think it should be noted, however, in measuring the coverage 
or the payments, benefit payments, made against these total expendi- 
tures that the total expenditures include a very large sum, the insura- 
bility of which is open to question. 

You will note the percentage is very high on hospital, compara- 
tively high, and continually growing. The percentage is lower in 
surgery, and still lower in general medical service. 

Now, there are many who feel the minor bills are better met as 
out-of-pocket expenses or as part of the family budget than to be 
brought into the insurance program with the incident expense of 
settling a 5- or 10-dollar claim. 

There has been no study, of which I am aware, that has attempted 
to break down that total medical bill into what is potentially insurable 
and what is insurable as a practical economic matter, where the insur- 
ance is really helpful, and the best way to meet the problem, so that 
we have a base there that is perhaps not the best base for comparison. 
In other words, I don’t believe that we should consider a hundred 
percent as the goal because we have in that such things as ordinary 
dentistry. You have routine physical examinations, immunizations. 
and all those things that are just normal, everyday expenditures. 

Senator Purreitt. Have you any figures that you have developed 
yourself on those particular fields so that we could have that for the 
information of the committee ? 

Mr. Mriier. No. Unfortunately, there just doesn’t seem to be the 
data available. 

One might make some guesses as to what it would be, but that is 
about all it would be. 

I have never seen an analysis of the incidence of doctors’ and other 
health care expenditures that would give you a really solid basis for 
saying, “This is the amount that insurance ultimately should cover 
and this amount should be a matter of direct payment,” and so forth. 

Senator Purretit. Has your experience led you to perhaps some 
thought in the matter you would like to express percentagewise, as 
related to these figures ? 

Mr. Miter. No; I think that would be just a guess, and maybe not 
a very good one. 

Senator Purrriy. Well, we try to avoid guesses if we can. 

Mr. Murr. Yes. 

Senator Purretw. Thank you. 

Mr. Miter. Insurance companies are continually studying the 
problem of providing more complete protection to a gl portion 
of the aged population and how to distinguish between those health 
care costs of the aged which can be insured and those which cannot. 
Insurance among the aged is gaining in volume as companies are ex- 
tending, or removing, the age limits and with the growing practice of 
continuing group insurance protection on retired persons. We must 
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recognize however that other means must be used if the community 
is to help bear those costs to whjch insurance is not applicable. 

Senator Purreti. May I interrupt there ¢ 

Actually, doesn’t that point up something there ? 

You say that “Insurance among the aged”—and I agree with you— 
“is gaining in volume as companies are extending or removing the age 
limits and with the growing practice of continuing group insurance 
protection on retired persons.” 

In other words, we are extending the coverage as experience is 
developed ; isn’t that right? 

Mr. Miuuer. Yes. 

Senator Purrett. And we have to take these steps rather cautiously 
because of the fear of excessive losses in trying to find out whether new 
fields are insurable or not, profitably insurable; isn’t that correct? 

Mr. Mutter. Well, that is a part of it; yes, Senator. 

Senator Purre... If there were limits on losses, as this bill provides, 
25 percent, up to the total amount of the $25 million, and 75 percent 
of those losses, therefore, you are sure would be absorbed by this, under 
this bill, from this $25 million, wouldn’t it be perhaps an incentive to 
go out and seek the field which we are now finding we can cover but 
we are doing it rather cautiously, and properly so? 

Don’t you think that, knowing you were assured against excessive 
losses in those cases, would perhaps spur on the companies to explore 
these fields a little more quickly ? 

Mr. Miier. It isn’t possible to speak for companies in general 
because each, of course, would make up its own mind. Mv own feeling 
is that the experimentation would not be materially hastened because 
the companies generally want to know pretty well what the costs 
are that they may anticipate and feel that they are prepared to 
meet them, and the reinsurance would be set up ultimately on a self- 
supporting basis 

Senator Purreiz. That is right. 

Mr. Miter. So that in the long run the companies as a whole 
could not look to it as any source of additional revenue. 

One other point that I would like to make in connection with this 
insuring of the aged, which we have found in my own company, is 
that it is not purely a matter of unavailability of insurance. The in- 
surance is quite widely available, but insurance, even at its best, has 
to be sold very aggressively and this idea of insurance against the cost 
of medical care is a fairly new thing. It has mainly developed in the 
past 10 years and a lot of our older citizens just aren’t interested. 

We have had very definite indication of that in our own sales expe- 
rience, but the younger people have grown up with it and, as they 
move into middle and older age, I am sure they are going to keep their 
insurance where they possibly can. 

A result of adopting the voluntary approach is the necessity of 
recognizing the areas which insurance cannot reach. With this there 
must be acceptance, at least to some extent, of the use of subsidies in 
those areas. We believe that any such subsidies should be applied 
directly and openly and should not be obscured. Furthermore, we 
strongly believe that they should be administered at the local level in 
proper perspective to the services available and to prevailing cost 
patterns, which vary from State to State, as well as between com- 
munities in the same State. 
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We are well aware of the implications of the decision to place pri- 
mary reliance upon voluntary insuranee provided on a self-supporting 
basis. Most important is the necessity to expand as far as possible the 
areas in which insurance is effective and to minimize the areas which 
insurance does not reach. Tremendous progress has already been 
made in that direction as is indicated by the figures which have been 
cited. More significant, however, than the current extent and qualit 
of coverage is the record of rapid growth and development in both 
respects, for we are concerned with reaching goals, more than with 
our present position or the road we have traveled. 

At the end of 1941, for example, there were slightly more than 16 
million persons in the entire population with hospital expense cover- 
age. ‘Today, that figure has multiplied more than sixfold. 

Fewer than 7 million persons in 1941 had surgical expense coverage. 
That figure has been multiplied more than tenfold. 

Medical expense coverage, practically unknown before World War 
II, already covers about 40 million citizens. With this growth in 
numbers protected, there has also been an improvement in the quality 
and adequacy of the coverage, which I will comment upon later. 

Senator Purreti. Those figures you are giving are figures as of 
today ? 

Mr. Mruer. Yes. 

Senator Purrett. I see. 

Thank you. 

Mr. Mirirr. Another very important implication of the reliance 
on voluntary insurance, of which we are keenly aware, is the need for 
insurers to merit the confidence of the insuring public. 

Sickness and accident insurance in the past has been characterized 
by a constant improvement in the coverage offered and in the service 
provided. 

Recent developments have made insurance men even more than 
normally aware of the progress which still remains to be made, and 
responsible insurers are seriously concerned with and are intensively 
studying criticisms voiced by the public. 

To some extent, those criticisms point to areas where performance 
can and will be further improved. 

To some extent, they isifltiat some lack of understanding of what 
insurance properly can and should do. 

That very lack of understanding shows a need of an improved 
public informational program by accident and sickness insurers to 
advise people how to make the most effective use of insurance facilities 
in preparing to meet the costs of accident and sickness. 

Senator Purrerx. I wonder if you would want to elaborate a little 
more than your paper here on this lack of understanding of what in- 
surance properly can and should do, or do you feel your explanation 
is sufficient ? 

Mr. Mriter. I would be very glad to give some examples. 

I think the one thing about which there is pera the most mis- 
understanding is the matter of pre-existing illness. Now, in grou 
insurance, because of by its nature you get a cross-section of employe 
people, it has been found possible and the custom has been universally 
adopted of insuring everybody at work on the date the insurance 
goes into effect. Even though they may have an appointment for an 
appendectomy next week, they are immediately covered. 
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Obviously, that can’t be done on individual business, where you 
admit persons individually, because the person who knows he has to 
have an operation is obviously going to want to buy the insurance, 
and you would get too many of those people. You couldn’t get a 
cross section, so that on the individual insurance it is necessary to 
specify that this covers what happens on and after the date of issue. 

Although that is clearly stated in the policies, and usually should 
be in the advertising, and usually is, there is public misunderstand- 
ing. They buy a policy and the next week they have an operation 
and they wonder why it isn’t covered. 

Now, that is a point where public education can explain the reason 
and logic of that requirement and where more should be done. 

Senator Purreti. There are, of course, different practices with dif- 
ferent insurance companies. 

Mr. Mitrer. Yes. 

Senator Purtetn. I am not being critical at all. I think the in- 
surance companies have done a wonderful job, but there are some, I 
think, who have probably been less diligent than others in pointing 
up the limitations of their policies. 

Mr. Mitier. That is very true. There are many companies which 
go beyond the letter of the policy in doing what a reasonable and 
well-informed person might expect, or even more so. There are 
others who hew so closely to the line that they can really be said to be 
indulging in sharp practices, 

Senator Purrett. We have had some letters of complaint. I know 
they don’t apply to most of the insurance companies. I think they 


apply only to a very, very small percentage. 

{r. Mrrxier. The voluntary insurers, while increasing the number 
of policyholders, have also improved the quality and adequacy of their 
benefits. During the past decade such improvement has been made 
more difficult by the rising level of medical care costs due to inflation. 
Average benefits, however, have increased at a more —_ rate than 


have the costs against which insurance is provided, so that there has 
been an effective improvement in the protection afforded; also, limits 
of payment have been increased and the scope of available coverage 
broadened. 

Grace periods are now common in accident and sickness policies ; 
time limits on defense or incontestable provisions after 3 years are 
provided in most policies currently issued; and the number and type 
of restrictions and exclusions have been materially reduced. 

Furthermore, methods of bringing insurance services to more people 
have been and are being developed. Group insurance has been ex- 
tended to small employer units, and more and more small employers 
with only 10—or in some cases even fewer—employees are purchas- 
ing accident and sickness insurance as part of their employee benefit 
plans. 

In rural areas voluntary insurance is being actively distributed 
through such groups as consumer and marketing cooperatives and 
other farm organizations. This is in addition to the successful efforts 
of insurers to sell individual policies to self-employed persons and 
others who are not members of any group. 

Senator Purreiy. May I interrupt? 
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This question of coverage of such groups as consumer and market- 
ing cooperatives and farm organizations 1s of a rather recent origin, 
isn’t it, or is it? 

Mr. Mutter. I wouldn’t say it is very recent. I think it is some- 
thing that has had an accelerated growth, and perhaps most of the 
growth has been in the past few years; but I believe—— 

Senator Purre i. It has permitted, however, the coverage of groups 
under group plans where individually, because of the geographic loca- 
tion of the people, themselves, it would have been more difficult to get 
coverage individually ¢ 

Mr. Miuier. Yes; that is true. 

Senator Porrer.. That is another area which perhaps—I don’t 
mean farms particularly, but groups, where they can be group in- 
sured— might offer some opportunities for further coverage. 

Mr. Murr. Yes. Those opportunities, I think, are being actively 
sought out and developed. 

Senator Purret.. I understand so. 

Mr. Muzer. And I think it should also not be overlooked that in 
the rural areas we have many individual policies sold. There is quite 
a volume of that. 

In 1952 there were 22 million persons covered for hospital benefits 
under individual insurance policies, to mention only 1 type of benefit. 

Insurance policy provisions have been liberalized and underwriting 
techniques improved in an effort to offer better accident and sickness 
coverage to an ever-increasing number of persons. 

Insurance on risks with some physical or medical impairment has 
long been offered subject to the exclusion of a particular disease or 
risk to which the individual may be unusually susceptible. 

In more recent years, increasing experimentation has been carried 
on by several companies in insuring the impaired risks without these 
special restrictions, but subject to appropriate extra premiums—fol- 
lowing the practice now well established in the life-insurance business. 

As the pattern of medical care has changed in the past decade, vol- 
untary insurers have developed benefits to meet changing needs. The 

recent experimentation with and development of major medical ex- 
pense insurance is a significant example. 

How will the reinsurance proposal affect this type of experimenta- 
tion and development ¢ 

The principles of reinsurance, as it has been known and employed, 
are the same as the principles of insurance. The difference is that 
reinsurance provides a broader base by pooling the resources and the 
risk of two or more companies. Reinsurance is most commonly em- 
ployed when the amount of potential loss on any one risk is very large. 

Reinsurance, therefore, does not provide a means of making insur- 
able what would otherwise be an uninsurable risk. It does not add 
to the aggregate resources of the insurers. It does not help to sell 
insurance, nor does it reduce the cost of insurance. 

If our citizens are not to labor under a misunderstanding, it is 
essential for them to realize that reinsurance is not a panacea and that 
it does not provide additional funds to finance the cost of medical 
care. 

As has been made clear in the presentation of the program, volun- 
tary insurance cannot relieve the community of the burden of pro- 
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viding medical care to the indigent, nor is it helpful to those who 
presently cannot qualify for it, and reinsurance does not enhance the 
power of insurance in these areas. 

The reinsurance facilities have been proposed with the purpose 
of extending the frontiers of insurance stiscetocinin. 

The rapid development of accident and sickness insurance has, 
however, been accomplished with little use of the already extensive 
reinsurance facilities available to the insurers, and we see no evidence 
that progress would have been augmented had reinsurance been used 
to a greater extent. The underwriting, or risk-bearing, capacity of 
the companies in this business is very large. 

It should be explained that the technique of developing new bene- 
fits or new methods of distribution requires net only working capital 
which in this business is adequate, but also time for testing. 

The advances which I have noted have been made by offering a 
benefit experimentally and then observing the results and making 
necessary corrections in rates or underwriting methods. Obviously, 
the operation of a new plan must be observed for a reasonable period 
of time before conclusions can be drawn and another step taken. 

The companies which have contributed most to this evolutionary 
process in the development of accident and sickness insurance have 
generally made little or no use of those reinsurance facilities which 
have been and are available. 

Senator PurreLi. Can you give us some idea as to how many com- 
panies are engaged in reinsuring in this field ? 

Mr. Miiier. There are quite a number. I made a survey just 
recently, following my appearance before the House Interstate and 
Foreign Commerce Committee, and in the short time I couldn’t make 
a thorough survey, but I got replies from 12 companies which stated 
they were reinsuring, and I think there are at least a half dozen more 
which are, according to published information, reinsuring, and I have 
no doubt there are others, of which I have no information. 

Senator Purrety. Have you any idea as to the extent of this rein- 
surance in volume ? 

Mr. Miiter. I have that information with me, Senator Purtell, 
based on the responses from the 12 companies, which, of course, is not 
a complete 

Senator Purtretu. This is entirely in the health field now, isn’t it? 

Mr. Mituer. Yes; health and accident. 

Senator Purrriu, Health and accident. 

Mr. Miter. Of course, it would include benefits for other than 
medical care. It would include loss of income and accidental death, 
and so on. 

Senator Purrett. Have you got those broken down, too, so in the 
one case you differentiate between your strictly accident coverage and 
then your health coverage ? 

Mr. Mirrer. No; I was not able to get any segregation. 

The 12 companies which furnished information received premiums 
in 1953 in excess of $11 million. 

Senator Purrett. But what percentage of that, what portion of 
that, applied to health insurance you don’t know? 

Mr. Miutzr. No. 
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Senator Purreni. Would you hazard a guess—and in this instance 
we will accept a guess—as to how that might be broken down, from 
your experience ? 

Mr. Mixer. I think the portion attributable to health insurance 
would be less than half. 

Senator Purretit. Would you think it would be substantially less 
than half? 

Mr. Miuier. Probably, but I don’t know. 

Senator Purrett. Thank you. 

Mr. Muuer. The study indicated, however, there was a great deal 
of reinsurance capacity available, if people wanted to use it; but it 
hadn’t been called upon. 

I might also add that the 12 companies who furnished me with this 
information had capital and surplus funds aggregating more than 
$300 million. So, they are substantial insurers. 

Senator Purreity. Could one of the reasons be there was no need of 
reinsurance—I don’t know this is so; I am asking you because you 
probably do know—is because the areas covered are so well known and 
the risks so positive and as a matter of fact from actuarial experience 
that there is little need for that—in other words, where the risk, that 
is, the risk of excessive loss, is extremely low, where if you were ex- 
ploring new fields—and I go back again to that theme—that perhaps 
you would increase the risk a bit and if you had some coverage there 
against some excessive loss in the form of reinsurance, such as this 
bill provides, you might then go into it more extensively ? 

Let me say that again. 

Mr. Mirae. Yes. 

Senator Purrett. If one of the reasons insurance companies do 
not take advantage of reinsurance is the fact their experience has 
already established there isn’t any need for it, that is, because the 
fields they are presently exploring, selling, they have determined what 
the risk is and there is no need for reinsurance against excessive loss; 
if we could encourage more rapid exploration of other areas of insur- 
ance, there mighf then be a need for reinsuring against excessive loss. 

This bill, we hope, will encourage that, that is, seeking out new 
fields for coverage. 

Now, if it were doing that and doing it more rapidly than we are 
doing it or have been doing it in the past, would not more reinsurance 
be needed ? 

Mr. Mirier. Senator, I think on that the record shows a continual 
experimentation over the past decade or more, really over a period of 
15 years. For example, the major medical expense policy is an entirely 
new development, as has been mentioned. There was no basis avail- 
able for the determination of rates. The first company that went into 
it just went in pretty much on the basis of an intelligent guess, sup- 
ported on what scant pertinent statistics there were. Subsequently, 
one of the largest insurance companies made a very careful and very 
scientific study, by getting from their own employees, numbering 
something over 30,000, I think, a record of their medical expenses dur- 
ing a period of a year, so that they, then, had a basis, drawn from that 
experience, for assessing the cost of this benefit. That is the general 
method. Either you extend some information you have or you seek 
information from population figures or a special study of this type. 
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Another example of that type of growth is in the hospital insur- 
ance. Originally most policies and plans covered only 30 days of 
hospital care. Now you can get it almost without limit. I have 
seen limits of 2 years. I think it can be bought almost to any one 
specification, and that has been a gradual development. After the 
cost of 30 days was established, it was possible to extend to 60 days, 
70 days, and then 180. 

That is the usual procedure followed, and most of that experimen- 
tation has been made by companies operating on their own, with 
their own resources, even though reinsurance could have been ob- 
tained in many cases, if sought. 

Senator Purrex.. I was interested in your telling how one com- 
pany went into the determination of whether or not they should go 
in and how extensive they should go into major medical expense, or 
catastrophic insurance as it is commonly called. You indicate after 
some limited experience on the part of one company, or upon its part, 
they took a survey of the impact of medical expenses on 30,000 of 
their employees; is that correct? 

Mr. Muier. Yes, sir. 

I was speaking of two different companies. 

Senator Purretn. Yes. 

Mr. Mirtrr. The one company started off without that survey. A 
different company made this study. 

Senator Purte.L. I wondered what decided the company to go into 
it—this company that made the survey of its 30,00 employees—to 
determine the advisability or, rather, the tables that might be used 
in covering that type of insurance. 

What I am getting at again is that there is a need; isn’t that right? 

Mr. Mituer. Yes. 

Senator Purret.. It existed before it went into it. It existed in 
diffeyent degrees, of course, for many, many years. There was a field 
that certainly some experimental work might have been done before 
it was done; isn’t that corect? 

Mr. Mitter. Well, that is—— 

Senator Purtety. One of the reasons we don’t do it is the fear of 
excessive loss, until we determine from rather long experience that 
will not be suffered ; is that correct, or if it is we can adjsut our rates 
to meet it? 

Now, if we were insured against excessive loss in that particular 
field, would it not encourage us to go into it quicker? 

What we are up against is this, as I see it: This health problem is 
a major one, and there are many answers that are offered to it, from 
socialized medicine all the way down the field. 

It is my belief we should find, as quickly as we can, the answers to 
it so we can avoid the pressures that are at times exerted to try to 
take the thing at one fell swoop and go into socialized medicine, and 
then you have got the answer which, in my opinion, isn’t the answer 
at all. 

If we can increase or accelerate the activity of the companies pres- 
ently covering this—nonprofit and profit companies—so that we will 
reduce and, I hope, ultimately eliminate the health problem, then 
you won't be faced with this demand for socialized medicine, which 
will be the answer, they feel, to the whole health problem. 

Mr. Mier. Yes. 
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. Well, I agree entirely that is the approach that should be followed. 
Now, as to the best way of bringing that about, that seems to me where 
the problem lies. 

It is my feeling companies are not deterred from experimentation 
so much because of the fear of tremendous losses as from the lack of 
knowledge. 

Now, they have to have some basis of proceeding. That is why 
this one company I mentioned made this very extensive survey among 
its own personnel. 

So far as the problem of abnoraml loss, that can be controlled to a 
considerable extent, and perhaps as effectively as through a reinsur- 
ance by limiting the size of the experiment. In other words, a com- 
pany can so merchandise an experimental program that they get some 
experience from a limited volume of business before attempting to 
sell it to the greatest number of people; and that type of self-imposed 
limitation is often employed in this experimental area. 

Then, by doing it that way, through a self-imposed limitation, the 
company is freer to develop its program along its own ideas, whereas 
the reinsurance plan would mean another step in the process of ex- 
perimentation, since the company would have to present its program 
for reinsurance and go through the administrative problems of getting 
acceptance. 

Senator Purreti. Of course, this is a voluntary plan now. 

Mr. Miter. Yes. 

Senator Purrett. And knowing it is a voluntary plan, can you 
conceive in any way where the enactment of this bill would deter or 
hinder present efforts on the part of companies to expand coverage? 

I don’t see where it would interfere, hinder, or retard in any way 
the activities of companies presently engaged in expanding their 
coverage. 

It is voluntary. One doesn’t have to do it. One doesn’t have to 
subscribe to it. One doesn’t have to be reinsured under it. 

Can you see where it would hinder what you are presently doing? 

Mr. Mriuxr. No; it couldn’t cause any hindrance there. 

Senator Purreti. Thank you. 

I am sorry for these interruptions. I do think, though, they ought 
to go on the record at the time we are discussing it. 

Mr. Miter. Yes. 

Senator Purretx. It is better that way. It is easier to study when 
we study the records later. 

Mr. Mriier. Yes. Iam glad to have your questions. 

These considerations raise the question as to the extent to which 
this new type of reinsurance would be employed by the insurance 
companies. From discussions with a number of company officers, it 
appears that some have not been able to envisage their use of a rein- 
surance facility of this type, while others find it difficult to appraise 
the bill without a more definite idea as to the precise conditions to be 
prescribed by regulation, and the level of reinsurance premiums and 
the many other details that are not spelled out in the bill. 

Among the principles expressed or implied in the bill are: 

1. Participation is its operation to be on a voluntary basis. 

2. Reinsurance to be offered only when not obtainable from private 
sources. 
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3. The recognition and use of State insurance supervision in the 
administration of the reinsurance. 

While these principles appear to be implicit in the bill, it is not 
entirely clear that the provisions are so drawn as to assure their ob- 
servance in practice. 

With respect to the third principle mentioned, we wish to point out 
that the insurance companies have in the past supported supervisions 
by the several States and we wish to reaffirm the belief that the busi- 
ness should be supervised in this manner. 

As mentioned, we are very much in favor of the overall objectives 
of the proposed health program. We do feel constrained, however, to 
present to you this summary of our analysis of the reinsurance bill, 
which isa part of the total program, and to raise questions which have 
occurred to us and which we feel should be carefully considered by this 
committee. 

The reinsurance proposal presents a new concept of far-reaching 
importance. Since its introduction, most insurance people have been 
able only to consider its general objectives, and to speculate on its possi- 
ble use and effectiveness. A number of them have expressed concern 
on matters such as the subsidy inherent in paying expenses over the 
early years, the granting of extremely bread discretionary powers to 


the Administrator, the seemingly complex problems of administration 
and what is regarded as putting the Government into business despite 
the principle frequently expressed by administration spokesmen of 
taking the Government out of business. 

There has not been an opportunity for the public to become informed 


concerning this measure which, of course, is intended for its benefit 
and welfare, nor for the public to give any expression of its opinion. 

We urge that these considerations warrant the most careful study 
of the measure with adequate time for evaluation of its many impli- 
cations and of alternative methods of accomplishing the worthy 
objectives. 

Thank you. 

Senator Purret.. I want to thank you. 

Do you have any fear that this might result in subsidy to insurance 
companies on the part of the Government establishing that as a 
precedent ? 

Mr. Miuier. Well, there does seem to be a measure of subsidy. 

Senator Purrety. In the initial stages; in the first 5 years. 

Mr. Miter. Yes. 

Senator Purreti. This is purely experimental. We haven’t any- 
thing to go on, and that is only for the first 5 years. 

Mr. Mitter. Then there is also the problem of the Government’s 
position if this initial $25 million were consumed through losses or 
inadequacies of reinsurance premiums, where the Government, despite 
the provisions of the bill, might not feel obliged to restore that fund 
and continue the reinsurance. That situation would be particularly 
true if noncancelable business were reinsured, where there were con- 
tinuing losses that couldn’t be relieved by 

Senator Purrei.. Of course, there could be no commitment on the 
part of the Government beyond the $25 million. You know that? 

Mr. Mruuer. Yes; I understand that. 

Senator Purrett. That is the maximum in the bill. 


46293—54—pt. 3——_20 
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Mr. Mriier. I am thinking of probably the moral responsibility 
of the Government to continue a program that had been instituted. 

Senator Purret.. Did you indicate—I thought from your testimony 
you might have indicated—some fear this thing hasn’t been —— 
out in detail enough—for instance, the powers of the States in relation 
to the insurance ¢ 

I think the testimony that has been given here, if you haven’t had a 
chance to hear it or read it, on the part of Mrs. Hobby indicates very 
clearly that they have no intention, of course, of trying to invade the 
rights of the States. 

I asked Mrs. Hobby this question : 

Is this program, Mrs. Secretary, likely to result in Federal control of the insur- 
ance business? 

Her reply was: 

Oh, no, sir. 
And she was quite emphatic. 


We tried to spell that out very carefully, Mr. Chairman, because, as you know, 
now usually the State departments of insurance or the State commissions of 
insurance do regulate the carriers doing business in their States. 

There is no provision for any kind of control by the Federal Government over 
these carriers, and the Secretary is directed te use the State departments of in- 
surance or the State commissions of insurance to the best possible extent. 


So, I repeated, for the record: 


So, there is no intention, Mrs. Secretary, then, to change that traditional 
reguiation of insurance companies by the States? 


And her answer was: 
No, sir. 


It is difficult, however, I think you will agree, in an entirely new 
field such as this, in an experimental field, to try to write out every- 
thing in detail. So, experience will have to be gained ini the field. 

You have been very helpful to us, and I can assure you that your 
whole statement will be studied. I want to thank you for coming 
here. 

Mr. Mitier. Thank you for the opportunity. 

(The following statement was subsequently received for the rec- 
ord :) 


STATEMENT OF Henry S. Beers, Vick PRESIDENT, AETNA LIFE INSURANCE Co., ON 
BEHALF OF AMERICAN LirE CONVENTION AND LIFE INSURANCE ASSOCIATION OF 
AMEBICA 


My name is Henry 8S. Beers. I am a vice president of the Aetna Life Insurance 
Co. I appear before you on behalf of the American Life Convention and the 
Life Insurance Association of America, two life-insurance company associations 
whose combined membership consists of 245 life-insurance companies. These 
companies, in addition to providing life insurance for the American public, under- 
write approximately 40 percent of the individual policies of health insurance, 
and approximately 80 percent of the group-health insurance in this country. 
These totals are exclusive of the voluntary hospital, surgical, and medical 
payment plan coverage in Blue Cross, Blue Shield, and similar organizations. 
The insurance companies and these other prepayment plans together cover 100 
million or more persons in this country with some form of voluntary health 
insurance. 

Last October I presented a statement together with a series of charts describ- 
ing the growth of voluntary accident and health insurance to the House Commit- 
tee on Interstate and Foreign Commerce then conducting an investigation of 
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the health needs of the Nation. The data underlying these charts was assembled 
by the health insurance council and published in the booklet Annual Survey- 
Accident and Health Coverage in the United States, copies of which have been 
supplied for your records. 

In discussing S. 3114 today, I will not take up your time reading this survey ; 
but I do want to emphasize the tremendous growth and rapid expansion that 
has taken place in this country of all forms of voluntary health-insurance plans— 
not only group and individual insurance, but Blue Cross, Blue Shield, and 
various independent prepayment plans as well. I do not believe that such 
remarkable progress could have been made, were it not for the stimulus of 
competition between the insurance industry, Blue Cross-Blue Shield, and the 
independent agencies. Each has benefited enormously from the other’s progress 
in expanding hospital, surgical, and medical prepayment coverages. 

I also want to stress that simultaneously with the rapid spread of each line 
of coverage, the benefits offered have been steadily improved in an endeavor to 
better meet the public’s desire for more adequate protection. It is our strong 
belief that this trend will continue; in fact the trend has acquired an irresistible 
momentum. 

The preamble of 8S. 3114 states “That it is the purpose of this act to encourage 
and stimulate private initiative in making good and comprehensive health services 
generally accessible on reasonable terms, through adequate health service pre- 
payment plans, to the maximum number of people * * *.” 

The life-insurance business is in accord with the principle that voluntary 
health-benefit prepayment plans should be encouraged. It looks with favor on 
constructive methods for stimulating private initiative in achieving this objective. 
S. 3114 is offered as a method of providing an incentive in this direction through 
Government acton. The overall objective of developing the broadest possible 
health insurance coverage is one which can be achieved only through continuing 
progress in a number of different areas, through the combined activities of all 
concerned including the insuring public, the medical professions and institutions, 
and the competitive activities of the many insurance companies and other organ- 
izations offering prepayment plans. This bill deals with one possible method for 
the stimulation of these plans. 

S. 8114 is not offered as a panacea and it is important not to expect too much 
of it. It must be recognized that although a great majority of the American 
people are insurable and ought to insure themselves through prepaid voluntary 
health plans, there will always be uninsurable groups of individuals. The 
indigent, for example, cannot provide for themselves through voluntary prepaid 
plans. They are and always have been a social responsibility and health care 
for them must be provided by public assistance. As people grow older the inci- 
dence of illness and disease increases, the availability of adequate home care 
decreases, and the corresponding cost of the usual prepaid hospital and medical 
care may be beyond the ability of some of them to pay for the protection. Never- 
theless, progress is being made in extending voluntary coverage to this group. 

Thus, it is important that we recognize that 8. 3114 will not provide health 
eare for some individuals who are already physically impaired or those who 
cannot pay their share of the cost of a voluntary prepayment plan. The objec- 
tive of the bill is to encourage voluntary insurers to extend further health-insur- 
ance coverage to those who are insurable and desire to purchase health insurance. 
The bill contemplates that this purpose might be accomplished by making a form 
of reinsurance available where needed to stimulate the establishment and main- 
tenance of voluntary prepayment plans or to stimulate experimentation with new 
types of benefit or areas of coverage. 

This reinsurance proposal is new. Although its outline is given in the bill, 
much of the detail is left to subsequent administrative action. There are many 
sound principles included in this bill, some of which I will discuss because we 
consider them important to maintain: 

(1) The prepaid medical care the bill seeks to stimulate would be provided 
through nongovernmental agencies. This reliance on private voluntary agencies 
is in keeping with the view, which we share, that providing medical care or 
medical-care benefits to those who are insurable and able to pay for health- 
insurance protection is not a proper function of government. 

(2) The reinsurance system proposed would be voluntary. No individual 
would be compelled to buy health insurance; nor would any health-insurance 
carrier be compelled to purchase reinsurance or otherwise submit to any of the 
regulations issued by the Government in carrying out the purposes of the act, 
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(3) The plan contemplates no Federal subsidy except the payment by the 
Governmen* of administrative expenses during the first 5 years and the tempo- 
rary provision of $25 million of initial capital. Any plan subsidizing benefit 
payments could not be free from Government control of the distribution of 
medical care, 

(4) The reinsurance would be available to both insurance companies and non- 
profit prepayment health-service plans. 

(5) The plan would operate within the framework of State supervision of 
the insurance business and the Secretary of Health, Bducation, and Welfare is 
directed to utilize the State insurance departments. We believe that the greatest 
care should be exercised to assure that the State insurance departments be 
utilized to the maximum extent and ‘that there be no encroachment by Federal 
agencies upon the system of the State supervision of insurance. 

(6) The reinsurance would cover only abnormal losses sustained by a health- 
insurance carrier. It also employs the so-called coinsurance principle whereby 
a part of abnormal losses would always have to be borne by the reinsured health- 
insurance carrier. This gives carriers an incentive to offer only financially 
sound insurance protection. 

Although this new reinsurance plan includes these principles, there are many 
uncertainties about it which make it difficult to appraise. It is equally difficult 
at this time to predict the extent to which insurance companies and other organi- 
zations will be able to use this reinsurance plan. 

The bill in its present form is but a broad outline of the plan. It necessarily 
delegates to the Secretary of Health, Education, and Welfare the responsibility 
for “filling in” a number of highly important details of the reinsurance plan. 
The usefulness of the plan and whether it does good or does harm will depend 
on these final determinations. The Secretary is authorized to prescribe the terms 
which must be met for a health-insurance carrier and its plan to qualify for 
reinsurance. This includes benefits to be provided and terms of the insurance. 
These go to the very fundamentals of underwriting voluntary health insurance, 
and without a knowledge of what the Secretary will prescribe in these respects, 
it is impossible to evaluate the plan, predict the extent of its use, or gage its 
effects. 

The standards prescribed in the bill for fixing the reinsurance premium rates 
are necessarily indefinite. The premiums are to be such as to make the rein- 
surance plan self-sustaining and at the same time promote the objectives of the 
bill. The final determination of the reinsurance premium rates, however, wi'l 
have a very great bearing on whether the plan will be successful. If the premium 
rates are too high, that will discourage use of the plan. If too low, that will 
result in the rapid dissipation of the $25 million capital appropriated by the 
Government. To the extent such losses are not later repaid from premium 
income, a pattern for Government subsidies would be established. We are 
opposed in principle to the Government subsidizing prepaid medical-care plans. 

Even if the reinsurance premium rates are neither too high nor too low on the 
average, they might be discriminatory. That would have the result of favoring 
some plans and impeding other plans for reasons other than their inherent merit- 
This would tend to defeat the objectives of the legislation. 

The administration is to be commended for its approach to this problem. 
Its plan includes many sound insurance principles. It merits careful study 
in the hope that it may accomplish its intended purpose. However, since the 
plan is new and so many important details are yet unknown and, therefore, 
many uncertainties remain unsolved, we are not in a position to go on record 
in favor of the bill at this time. 

We have considered the question of whether it would be desirable to amend 
the bill to include many of the conditions, which under the present wording of 
the bill, are left to regulation. Were the bill amended to cover the important 
details of the plan, it would be easier to obtain an appraisal from insurance 
companies and other organizations entitled to participate. But it is our con- 
clusion that a bill incorporating standards, eligibility, premium rates, and other 
details we have mentioned, would result in inflexibility. Reinsurance could 
not be readily adjusted to the many types of coverage, or the changes which 
are constantly occurring with respect to such coverages. It is our feeling that 
the plan will be workable only in the event the Department of Health, Educa- 
tion, and Welfare has the authority provided in the bill and exercises it wisely. 

The whole of the foregoing discussion of the uncertainties of the proposed 
legislation inevitably raises the further question as to whether initial legisla- 
tion of this character may not be a stepping stone to subsidies; governmental 
competition, and the further transfer of insurance operation from its natural 
habitat in our economic philosophy to governmental administration and control. 
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The life-insurance business assures your committee of its continued cooperation 
in connection with the proposed legislation. We feel that more study of the 
proposal is indicated. We are eager to do anything we can to help spread 
sound voluntary health insurance to the people of this country. 


Senator Purre.t. The next witness will be Dr. John O. McNeel, 
medical director of the Labor Health Institute. 

Dr. McNeel. 

Is it your desire to brief your statement and then have the whole 
statement be put in the record ? 

I shall so order it, if you wish, and then you may brief it and 
summarize it, if you wish. 


STATEMENT OF DR. JOHN 0. McNEEL, MEDICAL DIRECTOR, 
LABOR HEALTH INSTITUTE 


Dr. McNeet. Yes. 

Senator Purrey. All right, sir. 

Dr. McNeeu. With one correction, sir. I would like to change the 
number of the Senate bill at the bottom of the first page to 1052 
instead of 3114. 

Senator Purreiu. That correction will be noted, and the statement 
will appear in the record, and you are free to present your testimony 
any way you wish. 

(The prepared statement submitted by Dr. McNeel is as follows:) 


STATEMENT OF JOHN O. MCNEEL, Meprcat Director or THE LABOR HEALTH 
INSTITUTE oF St. Loutrs, Mo. 


My name is John O. McNeel; I am from St. Louis, Mo.; and I appear before 
you today as medical director of the Labor Health Institute of St. Louis, Mo. 

Before proceeding with a brief outline of the history and operations of our 
institute, I would like to take this opportunity to express the appreciation of 
all of us connected with Labor Health Institute for your invitation to appear 
here today. Your investigation of health-insurance programs, as I have followed 
it to date, has been extremely constructive and gives promise of producing new 
and needed legislation. It has been our experience at LHI to meet visitors 
from all over the United States—and many, too, from other countries—who 
are confronted with the problem of providing low- and middle-income families 
with first-rate comprehensive medical care without cost to the wage earners 
of these families. I am sure that these same community leaders will look 
forward to any legislation that may come out of these hearings with a great 
deal of interest. 

There is much interest by the trade unions of the United States looking to 
the organization of comprehensive prepayment group practice health centers 
to insure that the wage earner and his or her dependents may be assured of 
a high quality of medical care. 

A primary problem that immediately confronts unions in planning such a 
program is a deficit of funds for the initial construction and equipping of 
centers and to finance the program during the first few months of its existence 
until funds are built up to guarantee sustaining the program. 

In order to obtain funds for these purposes Senate bill 1052 would go a long 
way to make it possible for the orderly, systematized development of prepay- 
ment health care plans, not only in unions but by other such segments of the 
population as desire such programs. 

Not only does it assure sufficient funds but the bill permits citizen groups 
to so organize that medical care can be obtained on a prepayment basis with 
a minimum of governmental intervention. Furthermore, eventually these funds 
are returned to the Government and can be used over and over again. 

It is in the public interest and welfare that such a system of reinsurance be 
given an adequate, fair trial. 

The St. Louis Labor Health Institute had the very difficult problem of obtain- 
ing adequate funds for construction and equipping their health center when 
they first began to render medical care in 1945. Such reinsurance assistance 
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to them at that crucial period would enable more rapid expansion of their health 


care facilities and benefits. 
A description of the St. Louis Labor Health Institute will illustrate the pos- 


sibilities that are opened to the public by the enactment of this bill. 
DESCRIPTION OF THE ST. LOUIS LABOR HEALTH INSTITUTE 


The St. Louis Labor Health Institute is a prepayment, comprehensive medical 
care service based on group practice methods. It was originally organized in 
1945 and at present is sponsored by Warehouse and Distribution Workers Union 
No. 688. 

The union, in negotiating its contract with its employers, secures provisions 
for a health fund which is contributed by the employer and represents an 
amount equal to 3% or 5 percent of the gross payroll. The LHI undertakes to 
provide comprehensive medical, dental, and hospital care to the members enrolled. 
For 3% percent these services are furnished to the individual wage earner. 
For 5 percent the plan provides medical care for the wage earner, his spouse, 
and dependent children under 18. At the present time the average number 
of eligible individuals total 14,276; of these, 6,753 are regular members and 
7,415 are family dependents. 

The LHI is governed by a board of trustees which is elected by the member- 
ship. Management as well as labor is eligible for membership on the board. 
LHI is a pro forma corporation under Missouri laws and is entirely independent 
of the union in its administration and financial control. Medical policies are 
administered by a full-time medical director. Only the business policies are 
administered by the lay board. The professional relationship between physician 
and patient is maintained as in private practice, with the preservation of the 
customary professional secrecy and confidences of the patient. 


PHYSICAL FACILITIES 


The LHI occupies the three top floors of a LHI-owned building, and has 
additional space on the first floor where the pharmacy and business office are 
located. This is an outpatient medical center maintained in the business 
district of St. Louis conveniently located near the majority of the business 
plants subscribing to its service. 

Pach floor has a large, centrally located waiting room, as well as a reception 
desk ; and sections usually visited by many patients have special smaller waiting 
rooms next to the offices of the physicians. The suites of the physicians and 
dentists are equipped for routine consultations, examinations, and treatment. 

The roentgenological laboratory is located on the fourth floor and is equipped 
with two X-ray machines. It provides for diagnostic examinations and super- 
ficial X-ray therapy. 

The clinical laboratory is housed in a special unit close to the section of in- 
ternal medicine. All routine tests are run in this laboratory. 


SERVICES RENDERED 


In the medical center, members receive: 

1. Health care: This includes preventative care, immunizations, periodic 
physical examinations. 

2. Sick care: This includes general medical care and medical specialists’ serv- 
ices—internal medicine; skin; allergy; neuropsychiatry; pediatrics; general 
surgery; ear, nose, and throat; eye; urology; obstetrics and gynecology; ortho- 
pedics. 

. Dental care. 
. Laboratory service. 
5. X-rays. 
. Physiotherapy. 
. Deep X-ray therapy. 
Special studies, BMR, EKG. 

In the hospital, members receive medical and surgical care. 

In the home, members receive home visits by doctors and nurses. 

I attach as tables I and II some figures on the utilization of these services by 
our members for our last fiscal year. 


GROUP PRACTICE PLAN 


The professional staff is organized to conform to the modern concept of 
group practice, so that there is ease of referral to specialized consultants, ready 
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availability of radiological and clinical laboratory, diagnostic facilities without 
the usual barriers of cost, and an emphasis on the concept that the members 
may be allowed to visit the medical center as often as it is thought necessary 
because of the elimination barrier of cost for each service received. 

The staff members on the medical service take turns at all hours to provide 
emergency service to the homes of patients requiring them. Every patient 
proposed for hospitalization or for surgery, except in cases of emergency, is 
presented at regular weekly meetings of the entire medical staff. Here also 
are discussed patients already in the hospital, those being discharged, and 
those presenting problems. These meetings and consultations serve to clarify 
the medical and surgical problems presented, and enlist discussions by various 
consultants of the proposed methods of treatment. 

The medical and dental staff consists of 42 part-time physicians, 11 consultants 
available on the basis of special arrangements, 6 physicians available for home 
care Only to members residing in outlying areas, 10 part-time dentists. In addi- 
tion the auxiliary personnel is comprised of 2 full-time pharmacists, 10 full- 
time and 8 part-time nurses, 3 full-time laboratory technicians, 2 full-time X-ray 
technicians, 6 dental assistants, 1 full-time X-ray technician, 6 dental assistants, 
1 full-time medical record librarian and 1 part-time health educator. 


FINANCES 


With contracts in force with 175 companies and industries, the total income of 
the LHI at the close of the last fiscal year amounted to $985,809. 

The actual expenses for service and administration and the allowance for 
depreciation amounted to $751,960, or about $52.68 per eligible person. The 
operation of the medical-care plan, including administration and depreciation, 
involved costs of $604,037, or $42.31 per eligible person and the hospitalization 
plan cost $147,923, or $10.37 per eligible person. 

Under the medical-care plan cost per patient visit was $6.06. Cost per hos- 
pital day was $12.26. 

The average income of the wageearners was estimated between $50 and $55 
a week. 

I attach as tables III and IV some more detailed figures on these matters. 


QUALITY OF SERVICES RENDERED 


To maintain its high quality of care the medical director has three supervisors 
who operate under him: a chief of the medical service, a chief of the surgical 
service, and a chief of dental service. These men form the professional execu- 
tive committee. At weekly conferences they discuss matters of organization 
and procedure as well as medical problems. 

In addition, there is a medical conference committee which serves as an 
advisory committee to both the president and the medical director. This com- 
mittee consists of five members selected from outstanding men in the community 
representative of both private practitioners and full-time teachers in the medical 
and dental fields. This committee concerns itself with all matters regarding 
the quality and quantity of the professional service, professional organization, 
professional personnel, and professional administrative problems. The com- 
mittee meets periodically and reports both to the president and to the medical 
director. 

In order to give you an idea of the quality of services rendered to our mem- 
bers, I am quoting from the summary of a study recently made by Dr. Franz 
Goldmann, associate professor of medical care, Harvard University, and Dr. 
Everts Graham, professor emeritus, Washington University School of Medicine, 
and chairman, board of regents, American College of Surgeons. This was a 
study requested by the Labor Health Institute. 


SUMMARY 


“1. The quality of the medical care rendered to the more than 9,000 persons 
utilizing the Labor Health Institute in 1952-53 is of a very high order. 

“2. The staff of physicians, dentists, nurses, and technicians as a whole meets 
exacting requirements as to professional education and experience. It includes 
usually many persons possessing outstanding qualifications. 

“3. The physical facilities of the Labor Health Institute are remarkable for 
their thoughtful design, proper dimensions of the various rooms, good equip- 
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ment, and emphasis on the comfort and convenience of people coming to a medical 
center. The hospitals used for service to in-patients are distinguished by high 
standards. 

“4. The service organization is efficient and conducive to attainment of quali- 
tatively and quantitatively adequate medical care. Noteworthy are the policy 
of vesting full responsibility for selection of professional personnel entirély in 
representatives of the professions concerned; the adequacy of the compensation 
paid to the professional persons affiliated with the Labor Health Institute; the 
stability of the medical staff; the emphasis placed on provision of family physi- 
cians, on comprehensiveness of the initial examinations and diagnostic tests, 
and of subsequent care, including necessary consultations by specialists; and a 
follow-up system organized to attain continuity as well as comprehensiveness of 
service and promotion of preventive medicine; the time spent by physicians and 
dentists on direct service to persons attending the medical center ; and the system 
of regular staff conferences designed to foster high standards, efficiency, and 
economy of service. The effectiveness of the efforts to provide the best possible 
medical care at the least cost consistent with qualitative and quantitative ade- 
quacy is clearly demonstrated by the content of the medical records studied as 
well as the data on actual utilization of the program. In volume and duration, 
the medical services, diagnostic tests, and hospital services received by those 
utilizing the program meet high standards, the dental services are very satis- 
factory, and only visiting nurse service falls short of reasonable expectations. 

“5. The payment organization is such as to enable the union members and 
their family dependents to make optimum use of the services provided through 
Labor Health Institute without fear of the burden of costs. 

“6. The administrative organization serves to maintain the quality of medical 
care at the highest possible level. 

“7, The work performed at the Labor Health Institute is all the more signifi- 
"ant as the people eligible for the program have a very low average income. 

“8. Telling is a comment made by one of the physicians on the regular staff: ‘I 
wish I could practice as good medicine in my office as I can here.’” 


APPENDIX 


TABLE I.—Analysis of medical care utilization, St. Louis Labor Health Institute, 
July 1, 1952, to June 30, 19538 


Per eligible! 
Number individual |Per patient 





General: 

Eligible individuals as of June 30, 1953 _. hiswste 15, 027 | 
Regular members 6, 753 
Dependents of regular. __. ie ; | 7,415 
Other individuals ; ; 859 

Average number of eligible individuals eee 14, 276 | 

Number of different patients — ee ee ae 9, 461 | 
New to the institute 3,005 | 
Returned i bdbive pil eee Ls 1. Assdsts 6, 456 

Total patient visits !_.__.____. salaemsn—be wha! 99, 717 

Total physician patient visits ? Siacied a ae | 72, 780 | 
Total dental patient visits ?_____- sti = ead 20, 163 | 
Medical center: | 

Physician patient visits.................--- lias kaad 55, 112 

Dentist patient visits____- : sci Si sail 17, 668 

Laboratory section patient visits____- ies ot 7, 776 | 

X-ray section patient visits shi bude 5, 188 

1, 028 
Home: | 
Physician patient visits. as Pen 3, 514 
Nurse patient visits__................... Lie eet £ 1,015 
Hospital: | 

Hospital cases 4__ ' a . as idl ; 1, 513 * 

Inpatient hospital days. 7 . soacaiall 7, 849 . 55 

Physician patient visits § Lacan Mata . . 7, 900 | . 55 | 

Deliveries * ; ares . suis 238 | . 02 

Operations...............- : 576 | . 04 





! Total patient visits include medical care visits at the medical center, the home, the hospital, and the 
doctor’s private office. 

2 Physician patient visits include visits to the radiology section though the radiologist may not actually 
see the patient, but only read his X-rays. 

3 Deutal patient visits include 28 visits made to the dental X-ray nurse. 

* Hospital cases include all cases under the service of LHI doctors or LHI-referred consultants, not ex- 
eluding newborn and outpatient cases. 

5 Physician patient visits are estimated as follows: 1 visit per day of hospitalization of case under doc- 
tor’s service and 1 visit per consultation, per delivery, and per outpatient. 
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TABLE II.—St. Louis Labor Health Institute, analysis of hospital service plan 
utilization July 1, 1952, to June 30, 1953 


Number of individuals eligible for hospital service benefits as of June 
30, 1953 984 
Average number of eligible individuals 264 
Number of hospital cases’ 1,513 
Per 1,000 eligible individuals 106 
Number of hospital days’ 12, 0691, 
Per 1,000 eligible individuals 85: 
Average hospital bill received 7.36 
Paid by Labor Health Institute 97. 61 
Paid by patient 19. 75 
Average payment to hospitals per day of hospitalization 14. 71 
Paid by Labor Health Institute 12. 2 
-aid by patient 2. 48 
Percentage of cases under service of Labor Health Institute doctor ?___ «me 
Average days per inpatient case 9.12 
1 Includes 213 outpatients. 
2 Includes inpatients and outpatients. 


TABLE III.—St. Louis Labor Health Institute cost analysis July 1, 1952, to 
June 30, 1953 
Medical care plan’ 
Cost per patient visit? 
Cost per eligible individual per year 
Cost per patient per year 
Hospital service plan * 
Cost per hospital day ‘ 
Cost per hospital case ° 
Dues income per year ° 
Regular members: 
5 percent plan member 
5 percent plan individual 
3% percent plan member 
Special members : 
eS RE eB Se a 
Hospital service plan individuals 
Group health association individuals 
Associate members: 
Family B individuals 


1 Cost excludes money allocated to reserves and hospital insurance plan, 

2? Not comparable to previous years as nurse visits are no longer counted. 

*Count based on those hospital bills completely processed during the fiscal year. Cost 
includes LHI payments to hospitals on these bills plus administrative costs of the hospital 
service = during the fiscal year. 

* Each outpatient case is credited as 1 day. 

5 Includes 213 outpatient cases. 

® Regular members: This group includes those workers who receive all the benefits of 
the Labor Health Institute (medical, surgical, dental, hospital) as a result of a collective- 
bargaining arrangement under which the employer is the sole financial contributor. Both 
the worker and his family are covered under the 5-percent plan. Only the worker is 
covered under the 34-percent plan. 

Continued individuals are persons no longer covered by an LHI contract clause but who 
have elected to pay individually the amount of dues the employer formerly paid on their 
behalf. Benefits are the same as they had as regular members. 

Group health association individuals are members of a cooperative group that contracts 
for medical and surgical services from the Labor Health Institute. They do not receive 
hospitalization insurance benefits. 

Hospital service plan individuals are dependents of workers under the 3%4-percent plan 
who only elect to purchase hospitalization benefits. This group is gradually disappearing 
with the general establishment of the 5-percent plan. 

Family B individuals are dependents of 8%-percent plan workers. They receive only 
limited medical and surgical benefits and pay additional small fees for each service. This 
group is also gradually disappearing with the general adoption of the 5-percent plan. 
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TasLe IV.—St. Louis Labor Health Institute, income and expenses, 
July 1, 1952, to June 30, 1953 
Income: 
Dues: 
euiar Cee e 25 -3>- oe $920, 030. 53 
Special members 34, 282. 68 
Associate members 
$957, 712. 
22, 346. 


< oe 


5, 750. 


Total 985, 809. 


Expenses : 
Medical-eare plan: 

Physicians and dentists.____......_-____-=_ $302, 076.18 
Auxiliary personnel * 72, 069. 64 
Medical records and receptionist____ Ss 37, 400. 91 
Medical supplies_____-_-_--_ ; 46, 600. 19 
—_—-—— 458, 146. 
Business office *__ 145, 890. 


Otel os ; . 604, 037. 
Hospital insurance plan_ 147, 923. 
Reserve and expansion fund 148, 117. 


Total -expeneesicccccicczscccss Tl: 900, O78. 


85, 730. 
Includes laboratory and X-ray technicians, nurses, and dental assistants. 
2 Includes all nondirect medical expenses such as rent, postage, and depreciation. 


Dr. McNexrt. I first would like to state I happen to represent a com- 
prehensive group practice plan, which is somewhat different from the 
indemnity insurance plans which you have been hearing about. 

I do not think anybody who is interested in this field could object 
to the objectives of the bill. I think that we might look with 
considerable questioning on how a bill such as 3114 would apply to 
the comprehensive plans which operate on a prepaid basis. 

I do not think that the bill spells out in any detail how this would 
apply in these cases of reinsurance. 

I think that some form of subsidy for prepayment health care 
plans, on a consumer or union basis, might very well have to be devel- 
oped in this country in order to initially get them started. 

Now, the Labor Health Institute, which I represent, started in 
1945, and it is a collective bargaining—funds are derived by collective 
bargaining, in which 5 percent of the wages of the employee is con- 
tributed to a nonprofit corporation. The corporation is incorporated 
under the laws of the State of Missouri. 

Initially they had a great deal of trouble financing the building 
and remodeling of a medical center; and I think that all plans or a 
great number of plans that are sponsored by either community groups 
or by labor unions have this same difficulty, and some form of help 
needs to be given in the initial phases to do this, and I think some bill 
such as 1052 would actually do this. 

Now maybe it could be developed in such a way that these funds 
would be returned to the Government, perhaps through some form of 
mortgage structure so they would be paid back, because in actuality 
that is what we now do. We borrow money from banks or some other 
business interest in the community. 
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I don’t recall whether anybody has borrowed any from the insur- 
ance companies or not. Maybe they should. 

Now the Labor Health Institute is organized on a group practice 
basis, prepayment basis, and we try to give comprehensive medical 
care to our people. That includes the wage earner and his depend- 
ents, and the limitations are very few. There are very few limitations. 

Now, we do not hospitalize for mental illness and we do not hospital- 
ize for tuberculosis because there are facilities in the State and in the 
community for hospitalizing these people on a municipal or State 
basis; but all other conditions are saan 

Now we treat mental illness or tuberculosis either in the medical 
center or in the patient’s home. 

Now we always get involved in the discussion of the major medical 
expenses and the major catastrophic illnesses. I think it would be 
wise to discuss how a plan like this operates, which has been in opera- 
tion now for pretty close to 10 years. 

Senator Purrett. May I ask how many people your plan covers? 
Is it 9,000 or 

Dr. McNret. Nearly 15,000 people. 

Senator Purrett. Nearly 15,000. 

Dr. McNeru. That includes the wage earner and his dependents. 

Senator Purrety. I noticed in your summary you referred to the 
figure of 9,000 utilizing the health institute. 

Dr. McNzeu. Yes. 

That is a problem which I think we cannot get into a discussion of. 
We would certainly like for the other five or six thousand to utilize 
it, too. 

Senator Purrets. All right. 

Dr. McNreu. But there are various factors which are very complex, 
really, 

Senator Purrer.. Well, did you mean 9,000? 

What is the difference between your 9,000 and 15,000, the difference 
of 6,000 who did not utilize it? 

Dr. McNeew. Do not utilize it. 

Senator Purrett. Are they covered by it? 

Dr. McNret. That is right. 

Senator Purrett. You mean they refuse to utilize it or are pre- 
vented from utilizing it ? 

Dr. McNrex, Well, a lot of them are very young workmen, not 
married; they are never ill. Some of them are Christian Scientists. 
They wouldn’t use the medical facilities if you built a million dollar 
one. Some of them still like to go to their own family physician, and 
we don’t pay for that care; and then there are some people who just 
don’t go to doctors. I mean the matter of educating the public to—— 

Senator Purreti. They are not covered, then, if they don’t pay 
for it? 

Dr. McNzkru. If they want to use it, it is there for them to use. 

Senator Purrett. How many have you got covered ¢ 

Dr. McNesgt. Fifteen thousand. 

Senator Purrett. You have got 15,000 covered, and you say there 
are 6,000 that don’t want to use it? 

Dr. McNrex. Well, maybe they didn’t have to use it, Senator. 

Senator Purrzy. I see. 
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Dr. McNeet. Maybe they are not sick, and we haven’t educated 
them to all come in for a periodic examination. 

Senator Purre.u. I am not trying to confuse you. 

Dr. McNeet. No. 

Senator Purreit. Maybe I am confusing myself. 

Do you mean that 9,000 of the 15,000 actually had need for your 
services ? 

Dr. McNereu. Nine thousand had need, and 9,000 actually utilized 
it at least once. 

Senator Purreiy. And that may be for a physical exam? 

Dr. McNeen. Yes. 

Senator Purre.y. I understand. 

Dr. McNrex. We emphasize the preventive aspect, that periodic 
examination at intervals would be a good idea. 

Senator Purrety. I think anything that is preventive is good. 

Dr. McNrex. Good. 

Senator Purret.. Even in war. 

Dr. McNezet. I agree with you. 

Well, I was going to try to illustrate, I believe at this point what 
we try to do in the field of catastrophic illness. 

Now, in my book, a brain tumor is a catastrophic illness. In most 
cases they cost at least $5,000 to take care of, and in some cases they 
cost $10,000; and in many cases the patients die after they have gone 
through all this cost. I mean it is an incurable, malignant condition. 
We take care of those without any added cost to that patient. 

Now, that is a catastrophic illness. That is a major medical ex- 
pense, too, and we do this on this 5-percent basis. 

Our annual income, as I stated, last year was $986,000, but we had 
at least 3 or 4 brain tumors last year. 

There are a lot of other conditions that are just as major. Cancer 
of the lung, for example, is just as major as tumor of the brain, and 
may cost us as much in the long run; but you can take care of that 
type of thing under this type of plan. 

Senator Purrexry. Is your statement—your financial statement-— 
you referred to now, a part of the record ? 

Dr. McNeet. It is a part of the record. 

Senator Purretn. It is a part of the record. 

Dr. McNeet. It is the last page, as a matter of fact, of the record. 

Senator Purrett. Thank you. 

Dr. McNeex. But I think that should be emphasized. That sort of 
thing is always the bugaboo that is raised in these discussions that I 
hear all the time, that this type of thing cannot be done, that you have 
to raise the premium rates, and that sort of thing. It shouldn’t have to 
be done, if you cover a big enough sector of the population on a pre- 
payment basis, where you give comprehensive care and try to pick 
up these things early when something can be done early about them. 

Senator Purreit. Let me see if I understand you correctly. Are 
you saying that the catastrophic coverage can be given for the same 
rate that you could give just the regular health coverage? 

Dr. McNrex. That is what I am saying, Senator. 

Senator Purrei.. In other words, that you would give coverage 
where you might have hospitalization bills extending for years, up 
to a maximum, let’s say, of $5,000, or whatever the sum may be, that 
you can give that at the same cost ? 





PRESIDENT’S HEALTH RECOMMENDATIONS 901 


Dr. McNeex. Are you talking about long-term illness or are you 
talking about the catastrophic illness now ¢ 

Senator Purrren. Maybe I don’t understand what catastrophic ill- 
ness 18. 

Dr. McNeet. What you are actually talking about is long-term 
illness, where someone gets a hemiplegia and is sick for 5 years or 
maybe 10 years; do I understand you correctly ¢ 

Senator Purret.. Perhaps I am entirely wrong, but it seems to me 
catastrophic insurance is coverage for a catastrophe. 

Dr. McNrev. Well, would you consider a brain tumor a catastrophe ¢ 

Senator Purrentn. I would. 

Dr. McNert, I certainly would, too. 

Senator Purrets. And in this job I am beginning to think perhaps 
stomach ulcers are, too. 

Dr. McNern. They can be. 

Senator Purretit. You hear them pumping around here quite fre- 
quently, I'll tell you that. 

All right; go ahead. 

Dr. McNrex. Well, I was merely trying to make the point that 
with this type of coverage in a population group—and this is a low- 
income group (their incomes are $55 or $60 a week), I mean by 
present-day standards, and they were lower in 1935—that this type 
of coverage can be given. 

The problem of long-range illness, long-term illness, certainly falls 
in another category. I, personally, think perhaps it could be done 
on this basis for long-term illness, too. 

Senator Purre.t. How much can be expended? What is the limit 
for expenditures ? 

Dr. McNeet. For an illness? 

Senator Purrei.. For an illness. 

Dr. McNeet. There is no limitation. 

Senator Purrety. In other words, you do cover catastrophic ex- 
penses, what I call catastrophic and what somebody else calls major 
medical expenses; is that right? 

Dr. McNrgx. We certainly do. 

Senator Purrett. And you are able to do that covering 15,000 peo- 
ple; is that right? 

Dr. McNeet. Yes. 

Senator Purrety. And you are able to cover all that? 

Dr. McNzet. Yes. 

Senator Purreiy. At rates comparable with what the normal 

Dr. McNeeu. Well, the actual family rate for 1 of our families would 
be about $130 a year. That includes the care in the medical center, in 
the home, and in the hospital. 

Senator Purrrity. You have got all those figures in the testimony 
that you are going to incorporate in the record ? 

Dr. McNeeu. Yes, sir. 

Senator Purtetn. Thank you. I certainly shall study them. 

Dr. MoNeew. All right. 

Now, I think that this type of thing should probably be extended 
to the population. There is a tremendous amount of interest in this, 
particularly among labor unions and certain segments of the popula- 
tion generally. 
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HIP in New York is doing this same type of thing. I understand 
they have 500,000 people covered under this plan. 

‘here are other plans, but some of these labor unions need some 
financial assistance now and some of the consumer groups that do this 
sort of thing need some financial assistance, certainly early in their 
organizational phases, to get started in this sort of thing. 

Senator Purrent. They need financial] assistance because actually 
the premiums are not great enough to cover the cost ? 

Dr. McNeev. And they may be building up their membership. 
They may only start out with a few thousand people and as it grows 
the cost of building a facility—for example, the cost of building a 
medical center, say, with all the diagnostic tools that are necessary—is 
a pretty expensive affair. However, I would like to point out that it 
isn’t nearly as expensive as building a 25,000-bed hospital, and I think 
maybe you could save some money in your Hill-Burton funds, if this 
were done. 

Senator Purrett. You know under Hill-Burton we propose—as a 
matter of fact, the bill proposes—the extension of medical centers. 
You know that? 

Dr. McNeex. Yes. 

Senator Purreit. You have read the bill. 

Dr. McNeru. That is a good idea. 

Senator Purret.. Of course, while we are talking about 3114, you 
are at liberty to discuss any bills that are pending before this com- 
mittee. 

Dr. McNett. Yes. 

Senator Purrety. But we were talking about 3114, which is re- 
insurance. 

Dr. McNeev. The point I wanted to make, Senator, was in all of 
these insurance forms that the patients almost invariably have to be 
in the hospital to get attention for this sort of thing. 

Now, if you had medical centers, where diagnostic facilities that are 
ordinarily carried out now today in the hospital because it is more 
expedient for it and the patient can collect some money for doing so, 
you could do a lot of this diagnostic work up in the medical centers 
and actually cut the number of days down. Whether you could 
actually cut the cost of the number of hospital beds that we now have 
down is another matter, because maybe we don’t have enough hospital 
beds. 

Senator Purrett. You indicate in your testimony—and again I 
want to make it clear that I am not questioning you at all, except to 
determine in my own mind—No. 1, your present plan, how it oper- 
ates, and also what you are looking for in the w ay of assistance; but 
if this thing is self-supporting, w hich you say it is, and which I don’t 

uestion, then why aren’t local banking facilities available to you to 
do this building that you speak of ? 


Dr. McNeet. Well, I think they should be. Of course, that is what 
we actually did at Labor Health Institute. We borrowed from banks. 
Now, some banks look with a good deal of skepticism on medical 
facilities as an investment, and then you are leaving out the fact that 
you do have some low-income groups that you like to try to get in 


under these plans that might carry themselves medically. You might 
actually reduce the medically indigent that we hear so much about 
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these days, because a lot of these people have incomes for which they 
could pay some premium, cover part of their own coverage, it would 
seem to me. 

You might actually be able to do that. So it might be worthwhile 
if these facts were investigated. 

Now, I am not saying all of this is true; but if you have a sound 
financial structure, if you can prove to the bank that you have a sound 
financial setup, they will loan you money to do it all right. 

Senator Purrecy. Of course, under the bill you are referring to, 
which is S. 1052—and you have made that correction, I am sure, Mr. 
Reporter—it would make long-term loans available for such groups? 

Dr. McNergt. Yes; at very low interest rates. 

Senator Purrets. And that was the reason that your testimony, I 
gather right now, is sort of centered on that particular thing? 

Dr. McNxzegn. Yes. 

Senator Purret.. Your testimony relates to what we call the 
Humphrey bill, or S. 1052? 

Dr. McNeeu. Yes. 

Senator Purtet.. Your chief interest, then, as I get is, today in 
testifying is that you would like to feel there were sums available 
to you, either by subsidy, by outright grant or by loans, for you to 
extend your coverage and to build medical facilities and diagnostic 
facilities? Is that your purpose? 

Dr. McNeet. I think that is certainly important, and I think that 
perhaps should be the major purpose, that we should try to strive 
toward that. 

Now, at the Labor Health Institute we tried to do group practice, 
prepayment medical care, where there is ease of referral to a special- 
ized doctor or specialists and ease of referral for laboratory and X-ray, 
diagnostic facilities; and there are a number of visits. There is no 
barrier as to costs for the number of visits. I mean the doctors are 
paid on a salary basis and the patients do not have the deterrent of 
saying, “Well, this is going to cost me $10 to come in for this exami- 
nation. So, I’ll put it off for another week, because I may be well in 
another week.” On the other hand he may, by that time, have an 
incurable carcinoma of the rectum, or some other 

Senator Purretn. Your plan is similar in some respects to the 
Kaiser plan, is it not? 

Dr. McNret. Somewhat similar. 

Senator Purret.. Your plan for coverage is somewhat along the 
Kaiser plan, is it not? 

Dr. McNeet. Yes; they are similarly organized. I think perhaps 
we give a little more comprehensive care than the Kaiser plan does. 

Senator Purre.t. Have you told Mr. Kaiser that ? 

Dr. McNeru. I have told Dr. Garfield. I don’t happen to know 
Mr. Kaiser. Of course, we all have disagreements about how much 
coverage we give. 

Senator Purtrets. You know, surprisingly, I find up here that is 
true. People do disagree. 

Have you any other testimony ? 

Dr. McNreu. Those were the major points I wanted to make, I 
think, Senator. 

Senator Purret,. Fine. You have been very helpful to us. 
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What do you think about this bill that we are discussing ? 

We are discussing all of the health bills before the committee. 

Dr. McNeet. Yes. 

Senator Purreti. AsI say, you are at liberty to discuss any of them, 
and we so notified the witnesses; but what do you think of this bill 
we are discussing right now, this reinsurance bill? Do you wish to 
express an opinion on this? 

Dr. McNegx. Well, as I say, I think the objectives of the bill are 
good. I am really skeptical about whether the objectives could be 
carried out. 

I don’t think the bill is very specific as now written, and I would 
certainly like to know a good deal more about how it is going to 
operate in actual practice. 

I think some form of mortgage loan, or something of that sort, for 
the type of plan such as I am interested in would be much more help- 
ful to them, and would be a much greater stimulus, Senator, than 
something they have to go through a very complicated system of 
getting moneys. 

If the Government, or the Department of Health, Education, and 
Welfare, wants to help the comprehensive prepayment plans, I think 
there are going to have to be two separate systems set up for operating 
this fund, as compared with that which would be given to the in- 
demnity insurance. 

Senator Purrery. Of course, you know the purpose of this bill is 
to help all kinds of plans, if we can. 

Dr. McNeet. Yes. 

Senator Purrett. What we are looking for, what you are looking 
for, is a wider coverage of the people, wider protection. 

Dr. McNzev. Yes. 

Senator Purrett. And I don’t think anyone has felt this was the 
only plan. It is just one of many plans that will probably help to 
solve that problem. 

Dr. McNeew. You know, I think, Senator, another thing that we, 
as doctors, should never lose sight of is the fact that we are trying 
to give the people a high quality of medical care, and we ought to 
have some method of assuring that they get a high quality of medical 
care; and the people actually demand a high quality of medical care 
nowadays. 

Now, I don’t know how you do it, whether they can go out and select 
their own doctor. There has to be some control over the procedures 
and management of cases, and I think that some form—I just wanted 
to put in a plug for this; I know there is an awful lot of disagree- 
ment on this, and rightly so, 1 suppose, but I think it certainly can 
be done better in group practice, where there are a bunch of doctors 
practicing together and where they can sort of watch one another, if 
you will. 

That sounds pretty horrible to say, and I know somebody will jum 
down my throat immediately about this, but that is a perfectly legiti- 
mate throat to jump down. 

You have to have some control over the quality of care and as these 
costs go up, which they seem to be doing all the time, this is going 
to become more imperative. It can be done in group-practice centers, 
properly organized. 





PRESIDENT’S HEALTH RECOMMENDATIONS 905 


Senator Purrei.. I would say this: That, of course, there is disa- 
creement as to how this health problem will be met; but the impor- 
tant thing is—it is recognized as a problem, and when we recognize 
a problem we usually find ways of solving it in this good United States 
of America. 

I am very thankful to you, and the committee is, for coming here 
and testifying, and I will assure you, as I have assured others, that 
your testimony will be given very careful consideration. 

Dr. McNeev. Thank you, Senator. 

Senator Purrett. Thank you very much, Dr. McNeel. 

[ want to state originally a representative of the Life Insurance 
\ssociation was to have testified today. Unfortunately, illness pre- 
vented his being here. So, if his statement is available and if he 


wishes to submit it to the committee, it will be incorporated in the 
record of the hearings on this date. 

Since we have no other witnesses, the hearing will stand in recess 
until 10 o’clock tomorrow. 

(Whereupon, at 3:35 p. m., the hearing was recessed, to reconvene 
at 10 o’clock, tomorrow morning, Thursday, April 22, 1954.) 
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Unrrep Srates SENATE, 
ComMITTEE ON Lasor AND Pusiic WELFARE, 
SupcoMMITTEE ON HEa.rTH, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in Room 
P-63 of the Capitol, Senator William A, Purtell, chairman of the 
subcommittee, presiding. 

Present: Senator Purtell (chairman of the subcommittee). 

Also present: Melvin W. Sneed and William G. Reidy, profes- 
sional staff members. 

Senator Purrets. The hearings of the Subcommittee on Health 
will be in order. 

I would like to announce to the witness that it may be I will ask 
you to permit me to interrupt your testimony. I do not anticipate 
this might happen, but in the event it does, we have had some requests 
from some of my colleague Senators to appear, and in view of the 
fact that many of them have to leave other meetings in order to 
be here, I am sure you will agree with me that we will extend to 
them the courtesy of an interruption, if necessary, so that they can 
testify and then go back to their committee meetings. 

With that announcement, our first witness who is scheduled is 
to be Mr. Joseph Curran, chairman of the Social Security Com- 
mittee, cannot be here, so we are very happy to have Mrs. Katherine 
P. Ellickson, secretary of the CIO committee. 


STATEMENT OF MRS. KATHERINE P. ELLICKSON, ASSOCIATE DIREC- 
TOR OF RESEARCH OF THE CIO AND SECRETARY OF THE CIO 
SOCIAL-SECURITY COMMITTEE 


Mrs. Ex.icxson. Could we all come up as a group, Mr. Chairman ? 

Senator Purreiti. Yes. You mean Mr. James Brindle and Dr. 
Morris Brand? 

Mrs. Exiicxson. Yes. 

Senator Purreiy. At the same time? 

Mrs. Erickson. Surely. 

Senator Purrei.. Is it your wish to have the other witnesses tes- 
tify at this time, or do you want them to follow you, or how do you 
wish to have it done? 

Mrs. Extxickson. What we would like would be to give me the 
opportunity to present Mr. Curran’s statement, since he unfortu- 
nately cannot be here. 
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Senator Purrety. All right. 

Mrs. Exxicxson. And for Dr. Brand to read his statement next 
and answer questions, and Mr. Brindle to read his statement. 

Senator Purreiy. All right. 

Mrs. Exzicxson. With us also is Mr. Paul Sifton, chairman of 
the CIO legislative subcommittee on social security. 

Senator Purrety. Is it Mr. Sifton’s desire to testify also? 

Mrs. Exiicxson. No. There may be questions on points that come 
up. 

I have no prepared statement. 

Senator Purret.. Was it your intention, Mrs. Ellickson, to have 
Mr. Curran’s statement appear in full in the record and summarize 
it, or did you wish to read the statement as it is? 

Mrs. Exricxson. I would like to read it, and if there are any ques- 
tions, to answer them. 

Senator Purretx. You are at liberty to do so. 

Mrs. Exiicxson. My name is Katherine Ellickson, and I am asso- 
ciate director of research of the CIO, as well as secretary of the CIO 
social-security committee. 

This statement is presented on behalf of the Congress of Indus- 
trial Organizations. Other witnesses are with me to explain the CIO 
position in more detail and to discuss the experience of their inter- 
national unions in the field of health, 

Also, I would like to introduce in the record the resolution that was 
unanimously adopted by the CIO convention last fall on the subject 
of health programs. 

Senator Purrety. It will be a part of the record. Do you want it 
inserted at this point or following your statement? 

Mrs. Exxicxson. Following the statement. 

Senator Purreiy. It will be so entered. 

Mrs. Ex.ickson. Every day thousands of people are dying and 
suffering unnecessarily in the United States because Congress has 
failed to push through to enactment bills that have long been pending 
before it. Even measures that have received the support of promi- 
nent members of both political parties have gathered dust. 

We call upon you to end this delay. The people’s needs for better 
medical care are well known. They have been studied by many 
groups in reeent years, including your own committee. 

Recent military developments, including germ warfare, the H-bomb, 
and poisonous gases, intensify the urgency of adding to our medical 
resources. 

Senator Purrety. May I interrupt? When you speak of germ 
warfare do you speak of something that has been engaged in in war- 
fare recently, or something anticipated. 

Mrs. Exticxson. Anticipated. There have been repeated reports 
abouts its possibility. I certainly intend no allegations about Korea, 
if that is what you mean. 

Senator Purrety. I didn’t think you did and I thought you wanted 
the record clarified. 

Mrs. Erickson. Quite the contrary. 

Senator Purreiy. I thought so. 

Mrs. Exzickson. The Nation is acting like a patient who puts off 
going to the doctor when he knows he should. The longer he waits, 
the greater the need and the higher the price. 
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The United States has been putting off passing adequate health 
legislation because some people fear it may cost too much or that they 
will get hurt. Insurance companies fear amputation of profitable 
business. Some doctors fear their incomes will be put on a restrictive 
diet or that they will have to change some of their habits. The 
doctors’ fears are vastly exaggerated and based on distorted informa- 
tion. The insurance companies, who may, in fact, lose business, help 
fan the doctors’ fears. 

Together they keep manipulating the bogy of “socialized medicine” 
to stop much essential action, private or public, local or national. 
They even oppose freezing the pension rights of disabled workers on 
the fantastic grounds that it would be a step toward socialized 
medicine. 

Senator Purrett. Do you mean both the insurance companies and 
doctors collectively, or individually, oppose freezing the pension 
rights of disabled workers? To whom are you referring? 

Mrs. Exxiicxson. Their organizations are opposing the freeze. In 
fact, the representative of the State Chambers of Commerce testified 
last week, I think, before the House Ways and Means Committee, and 
actually used this phrase of its being a step toward socialized medicine. 

Senator Purre.t. But I want to make it clear you were discussing 
the insurance companies and the doctors. Do you charge, or does 
your testimony wish to convey the idea, that the insurance companies 
individually or collectively, and that doctors individually or collec- 
tively, are opposed in freezing the pension rights, and that they have 
so stated ? 

Mrs. Exxicxson. I don’t mean that all insurance companies neces- 
sarily are opposed, but their spokesman, Mr. Call, testified they were 
opposed to the freeze. This is one of the recommendations of the 
administration in connection with the OASI. 

Senator Purreii. Yes. 

Mrs. Exxicxson. Unfortunately they also organize politically to 
scare Congressmen into inaction. 

Our union members want to cooperate with the doctors but we 
bitterly resent the constant rebuffs we receive. 

I might insert we have a high regard for the achievements of 
modern medical science and the skills of the doctors, and that is pre- 
cisely why we want to cooperate with them and make their services 
available to our members. 

Right now, our union efforts to establish satisfactory arrangements 
with doctors for providing medical care to our members are being 
frustrated or delayed in many communities. The leaders of the 
medical societies too often oppose essential forward steps by coopera- 
tives or other voluntary groups just as they have opposed workmen’s 
compensation and a vast host of social-welfare measures of more recent 
origin. 

How long is Congress to take seriously these false images of social- 
ized medicine conjured up by certain medical leaders and manipulated 
by the insurance companies ? 

The Nation’s sailors have enjoyed free medical and hospital care 
provided by the Public Health Service since 1798. They want more 
and better facilities, not less. . 

Is President Eisenhower scared by hucksters slogans about social- 
ized medicine after a lifetime in the Army? 
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Are the Members of Congress scared by the false use of the words 
“socialized medicine” when many of them make use of the fine facili- 
ties of the United States Naval Hospital in Bethesda and the Walter 
Reed Hospital ? 

And what about the veterans and their dependents and the mil- 
lions who have profited from care in national, State, county, and city 
hospitals ¢ 

All these publicly run institutions might be considered socialized 
medicine since they are efforts by units of society to provide medical 
care. 

National health insurance, which the CIO favors, is not socialized 
medicine, since it would not increase direct provisions of medical 
services by the Government. 

Senator Purrets. May I interrupt? Then do you want this to 
indicate—and I will judge from your testimony that you do—that the 
CIO, for whom you are speaking, is opposed to socialized medicine. 

Mrs. Exzickson. No; I don’t think it would be right to use that 
phrase, because that phrase is so distorted no one knows what it means. 

Senator Purret.. The reason why I use it is because you do. You 
say it is not socialized medicine, so I have the impression you have 
an idea of what socialized medicine is, and I wonder whether you wish 
the record to show that the CIO is opposed to what you call socialized 
medicine? 

Mrs. Exxickson. We are not opposed to the United States Naval 
Hospital in Bethesda. We are not opposed to the Walter Reed Hos- 
pital. We are not opposed to veterans’ hospitals or city and county 
hospitals. What does one mean by socialized medicine? 


Senator Purrert. You mentioned it. I don’t want to argue the 
point. You say: 


National health insurance, which the CIO favors, is not socialized medi- 
cae = 

Mrs. Exnicxson. One reason why we thought it important to talk 
about this is that we understand Mrs. Hobby, when she was here, 
tried to make clear that the President’s recommendation was not 
socialized medicine, and there may have been some misunderstanding 
to the effect that we thought national health insurance was socialized 
medicine. We doubt if that is what she meant, but I understand some 
people present got the impression she might be implying that national 
health insurance was socialized medicine. So we thought it important 
to make clear it is not socialized medicine. 

We hope you will weigh this essential program in the light of facts, 
not in the treacherous shadows cast by bogeymen dancing on strings 
pulled by unseen hands. 

National health insurance would preserve the free choice of doctors 
and patients. It would promote efficient provision of medical services 
and high quality of care. One of its main virtues is that it would 
remove the financial barrier which now keeps patients from going to 
the doctor when symptoms first occur. By encouraging preventive 
medicine, it would tend to hold down total medical costs as well as to 
avoid illness and premature death. It would avoid a means test, 
paying benefits as a matter of right and relating contributions to in- 
come. 
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We suspect that the aristocracy of the medical societies object par- 
ticularly to the fact that under national health insurance the people, 
through their Government, would have something to say about the 
charges of the doctors who elect to cooperate with the program. Yet 
there are few essential services today about which people now have 
so little to say as to the cost of medical care. Often they do not know 
the price they are to pay until the doctor’s bill is received. 

The Senate Committee on Education and Labor published an ex- 
cellent description of national health insurance in 1946, which dis- 
cusses in detail just how the program would work. Plenty of room 
is offered for local initiative and for freedom to both doctors and 
patients. 

If you are not willing to recommend national health insurance at 
this time—— 

Senator Purrety. I am fearful perhaps your statement, “If you 
are not willing to recommend national health insurance at this time” 
might indicate we have some pending bills in the Senate on national 
health insurance. We do not have any, and of course we are holding 
hearings on the bill before us. We have no bills on national health 
insurance in the Senate. 

Mrs. Exxicxson. There is one in the House. 

Senator Purrety. Yes; but there is not one in the Senate. I am sor- 
ry for the interruption, but I do not want, and I am sure you do not 
want either, to have the evidence convey the idea in any way that 
we have a bill here and we are not acting on it. We do not have such 
a bill before the Senate committee. 

Mrs. Exxicxson. I understand. But you do have the excellent 
report on the subject published by the Senate committee which ex- 
plains all of the basic mechanisms of the proposal. 

If you are not willing to recommend national health insurance at 
this time, we urge you to pass other measures which will at least 
move in the direction of providing somewhat better medical services 
for more of the great majority who now lack adequate services. 

Congress should enact an aid-to-medical-education bill so that we 
may have more doctors, nurses, and other medical personnel. The 
Senate Committee on Labor and Public Welfare unanimously re- 
ported such a bill in the 1st session of the 82d Congress. 

Congress should enact a bill to aid State and local public-health 
service units, such as was passed by the Senate in the 82d Congress. 

Congress should also appropriate larger sums for medical research. 
The total of these has been cut in recent years even though the amount 
for certain items has been increased. 

The appropriations for construction of hospitals and other medical 
facilities should be increased to the full $150 million authorized by 
the Hill-Burton Act. The administration has decommended only 
$50 million for this purpose, in addition to the $62 million proposed 
with amendments to earmark funds for certain types of establish- 
ments, 

You can also aid the development of voluntary medical care in- 
surance plans in a realistic way. 

You can authorize loans to cooperatives and other nonprofit groups 
as provided in the Humphrey loan bill (S. 1052). Authorizing loans 
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for each of 2 years of $10 million would hel ao rural and small- 
town groups where needs are greatest, as well as larger communities. 

You can also follow the less satisfactory but perhaps helpful course 
of Federal insurance-of-mortgage loans, somewhat along the lines of 
the Wolverton bill in the House (H. R. 7700). 

Even more important, you can authorize grants to nonprofit medi- 
cal-care plans to enable them to experiment with overcoming two of 
their greatest deficiencies: (1) Failure to provide comprehensive 
services, and (2) difficulty in reaching low-income groups. 

We eceadaied that the Federal Government make $25 million 
available for such grants in the next year. This use of the sum would 
be much more constructive than the proposal of reinsurance of volun- 
tary plans in the Smith bill (S. 3114). 

Our proposal for experimental grants to nonprofit medical-care 
associations is a new one, not embodied in any bill. It will be dis- 
cussed in more detail in other CIO testimony. 

CIO unions have done as much as any group in the United States to 
promote the development and impr ovement of voluntary medical-care 
plans. The great majority of our members are covered by such plans 
in one form or another. Some of our unions have established their 
own diagnostic centers. From practical experience we know the limi- 
tations of these voluntary plans as well as their advantages over the 
lack of any type of group protection. 

These limitations are many. Often only part of medical bills are 
paid, and doctors keep raising their charges. Coverage based on em- 
ployment is lost during layoffs or if a worker changes jobs. Often 
home and office care, which is essential for proper preventive medicine, 
is not covered. Charges tend to keep going up, so that low-income 
groups, including the unemployed or the aged, have difficulty meeting 
payments on an individual basis. Many plans exclude certain types 
of individuals or preexisting conditions. 

Our unions are striving constantly to overcome these limitations. 
We believe the program of grants, loans, and reinsurance of mortgage 
loans, which we are supporting, would help their constructive develop- 
ment. 

But this does not lessen our conviction that the sooner national 
health insurance is enacted, the better. It will permit the continu- 
ation of voluntary plans, so that the more that is accomplished in im- 
proving facilities and education and research, the better the national 
health-insurance program will be when it is enacted. 

An enduring example of CIO’s interest in improving voluntary 
health institutions occurred just last week, when the Philip Murray 
Memorial Foundation, financed by union donations primarily, pre- 
sented $150,000 to the new Providence Hospital in Washington, D. C. 
As CIO Vice President Emil Rieve said in presenting the gift, this 
constructive tribute to the CIO leader will help— 
to perpetuate, through this clinic, Providence Hospital’s long and constructive 
work to help the sick and injured of all races, colors, creeds, and economic 
status. 

The choice before the Nation is not whether the National Govern- 
ment should seek to improve health or whether private agencies 
should. The issue is, How can Government and private action be 
used together to make good medical care available to everyone? 
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We, therefore, urge favorable action this year on the measures we 
have recommended. 
(The resolution of the CIO is as follows:) 


HEALTH PROGRAMS 


Resolution adopted by the 15th Constitutional Convention of the Congress of 
Industrial Organizations, November 1953 


The health of our members and their families and the health of the Nation 
are basic concerns of the CIO. Repeatedly we have sought to alert the American 
public, the United States Congress, and the organizations of professional people 
who have primary responsibilities in the fields of health care to the scandalous 
failure to meet the health needs of our Nation’s families. 

A tremendous gap exists between present health services and those which we 
have the technical know-how to provide. The best we can furnish is the only 
acceptable standard by which the the adequacy of our health services can be 
measured. 

We have made thoughtful recommendations for the solution of this great 
problem. We have supported legislation designed to bring medical facilities 
and personnel to adequate levels and to provide comprehensive medical care for 
all Americans through a system of national health insurance. Across thousands 
of bargaining tables we have negotiated health-insurance plans and reduced 
the health cost burden for many of our members. We have made headway in 
obtaining improvements in the benefits and administration of the nonprofit vol- 
untary cooperative health-care plans, such as the Blue Cross hospitalization 
plans. But in all of these efforts we have only begun to solve the problem— 
adequate health care remains as a great challenge to our Nation. 

Since our last convention a group of distinguished citizens appointed to the 
President’s Commission on the Health Needs of the Nation by President Truman 
reported its findings and recommendations on Building America’s Health. This 
five-volume report confirms our grave fears regarding the availability and ade- 
quacy of medical facilities and care. The report forthrightly underscores the 
shortage and maldistribution of doctors, nurses, dentists, and hospitals; the 
plight of our medical and dental schools; the inefficient organization of doctors’ 
and hospital service; discriminatory practices which curtail availability of hos- 
pital and medical care, as well as opportunities for professional training for mem- 
bers of minority groups; the inadequacy of medical research ; and our failure to 
develop socially sensible ways to finance medical facilities and medical care. 

With the Commission’s comprehensive and courageous report of the present 
status of the Narion’s health before us, the need for social action is evident. 
All of the Commission’s majority recommendations are perfectly consistent with 
the promises of the present administration as stated in the 1952 platform of 
the Republican Party 

Unfortunately, the 83d Congress has slashed appropriations for many vital 
health services, and long-established services, such as hospitals for seamen, 
are threatened : Now, therefore, be it 

Resolved, That the CIO recognizes that the medical goal of the American 
people—comprebensive health service of high quality available to all people 
equally—requires a national health program, based on national health insur- 
ance, designed tw provide high quality medical services, facilities and personnel 
in expanding quantity and with appropriate organization and distribution. Such 
a program must provide greatly expanded Federal assistance to schools of 
dentistry and medicine, for nursing and medical technician training, for con- 
struction of new hospital and health center buildings and facilities, for student 
scholarships, and for research. It must include a system of prepaid health 
protection which will provide all America’s families with a rounded program 
of preventive care, prompt access to services for the diagnosis and treatment 
of sickness and «lisease, and comprehensive rehabilitative services for the dis- 
abled. Such a program must expand Federal aid to State and local public 
health programs It must continue and extend high-quality medical care for 
such groups as seamen and veterans. 

We urge our affiliates to continue to support State and local legislation to 
improve health services. 

We favor the development and expansion of voluntary, comprehensive pre- 
payment bealth plans, and deplore the drive of the insurance companies to 
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introduce deductible programs which discourage the early and prompt resort 
to needed treatment 

We urge affiliates to continue to work for increased consumer representation 
on the boards of voluntary health insurance plans and other organizations 
providing medica! services and thus to help in providing the leadership and 
constructive thinking necessary for the attaining of our health goals, 

We reaffirm our support of the committee for the Nation’s health. 

Senator Purretn. Thank you, Mrs. Ellickson. 

I want to state now, and I state for the information of the other 
witnesses who appear here this morning, the absence of my colleagues 
on both sides of this committee is not due to any lack of interest in 
your testimony or the testimony given by others here this morning. 
It is simply that we are so pressed for time that others find it necessary 
to be at other meetings or are officially absent. 

However, I can assure you that your testimony will be presented 
to them, and read by them, and studied very carefully. 

I want to thank you very much for appearing here, Mrs. Ellickson. 

Mrs. Exxicxson. Thank you. 

Senator Purrexy. Is it your desire now that we have Mr. James 
Brindle, acting director of the UAW social department, speak now? 

Mrs. Exzicxson. We would rather have Dr. Morris Brand, Mr. 
Chairman. 

Senator Purrett. Allright. Any way you wishit. Is Mr. Brindle 
to appear ? 

Mrs. Exxicxson. Yes. 

Senator Purrett. Do you want Dr. Brand to talk now? 

Mr. Brrinoie. Yes. 

Senator Purretz. We are very happy to have you, Doctor. You 
have a prepared statement ? 


STATEMENT OF DR. MORRIS BRAND, MEDICAL DIRECTOR OF THE 
SIDNEY HILLMAN HEALTH CENTER OF NEW YORK CITY 


Dr. Brann. Yes, I do. 

Senator Purretit. Do you wish to have the statement put in the 
record and summarize it, or would you like to read the complete 
statement ? 

Dr. Brann. I would like to read the complete statement. 

Senator Purrett. We are very glad to have you. 

Dr. Branp. Mr. Chairman and members of the committee. My 
name is Morris Brand, and I am appearing in behalf of the Congress 
of Industrial Organizations and the Amalgamated Clothing Workers 
of America, a CIO affiliate. 

I am the medical director of the Sidney Hillman Health Center in 
New York City, where preventive, diagnostic, and curative medical 
services are provided to members of the New York joint board of the 
Men’s and Boys’ Clothing Workers, ACWA. Previous to this posi- 
tion I was the associate and for a time acting medical director of the 
Health Insurance Plan of Greater New York (HIP). 

The CIO and ACWA wish to express their appreciation for being 
given the opportunity to present their comments and suggestions on 
health legislation which will affect in particular about three-quarters 
of a million ACWA union members and dependents, and in general 
this Nation’s population of 160 million persons. With the happiness 
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and welfare of so many at stake, it is not surprising that both organiza- 
tions are anxious to present their points of view with the hope that 
Congress will stop the repetitious and costly surveys and start building 
for a healthier America, 

On several occasions facts and statistics revealing the unmet health 
needs of the Nation have been collected, masticated, digested, absorbed, 
und assimilated. Among the many studies excellent and provocative 
information can be found in the reports of (1) the Committee on 
Costs of Medical Care, (2) the National Health Survey, (3) the 
celective-service rejections, (4) the 1951 report to the Senate’s Com- 
mittee on Labor and Public Welfare when Senator Lehman was 
chairman, and, most recently (5) the President’s Commission on the 
Health Needs of the Nation. 

The health principles formulated by the Commission is as adequate 
« foundation as one can hope to find for the excellent recommenda- 
tions which the Commission made in its report. ‘These recommenda- 
tions, if properly implemented and dovetailed with our medical pro- 
fession’s excellent and vast potential knowledge and skills, would 
raise our country’s health to the highest degree possible. 

Mr. Wolverton’s speech before the House of Representatives on 
February 3 last on the introduction of H. R. 7700 and the bills S. 1153 
and H. R. 3582, introduced, respectively, by Senators Ives and 
Flanders and Representative Javits, are manifestations that our ad- 
ministration and many of our Nation’s legislators, regardless of their 
political affiliations, are aware of the urgent need for a wider distribu- 
tion of modern medical services. Unfortunately, the proposed for- 
mulas are inadequate and weak. They do not permit a constructive 
approach to better health. The CIO and ACWA, therefore, main- 
tain that the only way to create the health structures that will be func- 
tional, valuable, and have firmness, stability, and meaning for the 
160 million people—and many more to come—is to: 

1. Establish a coordinated and integrated national health program 
for comprehensive medical and hospital services, including national 
health insurance. 

2. Provide aid to professional schools through grants for training 
health personnel. 

3. Provide aid in the building of hospitals and group medical prac- 
tice clinics with a minimum of State and local matching funds. 

4. Provide aid for the extension and expansion of State and local 
public health services. 

5. Provide aid to maternal and child-health services and expansion 
of program for the physically handicapped children. 

6. Provide for the development of a mental-health program to 
improve our mental hospitals and for the training of psychiarists and 
other mental-health personnel. 

7. Provide aid in the understanding and prevention of chronic dis- 
eases and increase the facilities and services for the chronically ill. 

8 Extend rehabilitation services to provide aid for those who be- 
come disabled each year. 

The recent curtailment of funds for health services, limited as they 
are, may mean financial economy for the moment. In the long run, 
however, these economies will prove costly because of their harmful 
impact on the health of our citizens, Our people’s health must not 
be sold short for a handful of silver. 
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8. 3114 (H. R. 8356) 


With regard to the companion bills, S. 3114 and H. R. 8356, the 
CIO and ACWA are impressed with the intent and purposes set 
forth in the preambles, but because there is no relationship between 
the preamble and the body contents, they disapprove both measures 
as wholly inadequate to serve any useful purpose. 

The labor organizations are of the opinion that the reinsurance bills 
will not add to the health and well-being of this Nation because the 
health status can be improved only by a program of national health 
insurance which will provide comprehensive preventive, diagnostic, 
and curative medical and ancillary services in the home, office, and 
hospital to every individual in accordance with their needs. Heroic 
measures are needed to provide the American public with the modern 
medical knowledge and skills which can be provided by our excellent 
medical profession. To maintain the financial and other artificial 
barriers between the public and the profession is wasteful, both of 
the vast potential of American medicine and people’s health resources. 

Both the CIO and ACWA are of the opinion that the proposed acts 
are so general in terms that it would place upon the Secretary re- 
sponsibilities of a detailed analysis of each applicant for reinsurance 
coverage which would demand a large and costly administrative es- 
tablishment. Furthermore, if many plans applied for coverage 
within a brief period of time, it would create a serious administrative 
handicap and give rise to additional criticism of governmental 
bureaucracy. 

The bills also lack specific standards and criteria for implementa- 
tions to fulfill the intents and purposes set forth in the declarations. 

The proposed acts would extend reinsurance to private insurance 
carriers as well as nonprofit organizations. It is difficult to believe 
that any carrier would be interested in experimentation in fields which 
if unsuccessful would lead to a cost of 25 percent of the losses. Recent 
abrupt cancellation of various policies by commercial carriers is 
evidence of their ultraconservatism and fear of undue losses. Not- 
withstanding the Federal Government’s willingness to pay 75 percent 
of the losses, stockholders are interested in successful dividends and 
not in unsuccessful costly experiments. 

Those carriers which may be interested in additional services or 
wider coverage will of necessity have to establish a premium charge 
based on sound actuarial accounting. Otherwise, they would not, in 
accordance with the bill’s provisions, be entitled to the reinsurance. 
To deliberately charge a low premium for the experimental period 
may attract new buyers but it is obvious that they will not continue 
their subscriptions when the premium rates will be adjusted upward 
to meet the actual costs. 

The labor organizations do not believe that the bill will find a means 
of providing coverage for retired persons, low-income groups, un- 
employed, and those disabled by chronic illness, because such persons 
generally do not have the funds to purchase any insurance coverage. 

The bill provides for a National Advisory Council and specifically 
classifies only four members who shall be experienced in the adminis- 
tration of health-service plans. It would serve the public’s interest 
in a fuller measure if labor and other consumer organizations would 





PRESIDENT’S HEALTH RECOMMENDATIONS 917 


be designated as consumer representatives, and of the 4 representa- 
tives mentioned above at least 1 should represent nonprofit hospital- 
service plans and another nonprofit comprehensive medical-service 
lans. 

The comment made by Mr. Edwin J. Faulkner on March 26 before 
the House Interstate and Foreign Commerce Committee when testify- 
ing on the reinsurance bills are worth repeating. He stated: 

Government reinsurance of health-insurance plans would introduce no magic 
into the field of financing health-care costs. Reinsurance can distribute risks 
among insurers just as insurance distributes them among policyholders, but, no 
matter how far this distribution is carried, it must be sound to succeed. Reinsur- 
ance does not increase the ability of the insurer to sell protection to the unwilling 
buyer. Reinsurance does not reduce the cost of insurance. Reinsurance does not 
make insurance available to any class of risk or geographic area not now within 
the capabilities of voluntary insurers to reach. 

To summarize briefly, the CIO and ACWA oppose the reinsurance 
bill because it will in no way begin to solve the health needs of the 
Nation. 

However, the CIO and ACWA take this opportunity to recommend 
for this committee’s consideration the following suggestion for use of 
the $25 million for practical pilot studies: 

Congress should appropriate the $25 million to be used as grants to 
nonprofit hospital and medical-care plans which, regardless of their 
present coverage, would agree to: (1) Provide comprehensive medical 
services in the homes, hospitals, and doctors’ offices; (2) provide total 
hospital services in accordance with needs; (3) remove waiting periods, 
limitations against age, sex, race, and preexisting conditions; (4) elim- 
inate deductible features; (5) broaden their underwriting rules to 
permit enrollment of individuals or individual families; (6) enroll 
the retired, unemployed, and those with low incomes who ordinarily 
cannot purchase existing voluntary insurance plans; (7) provide psy- 
chiatric treatment; and (8) add dental services and enter into many 
other areas which, because of the lack of sound actuarial information, 
have been considered unsound financially and, therefore, avoided. 

Plans such as the health-insurance plan which provides a medical- 
service program through 80 medical groups—the Permanente plan, 
the Blue Cross, and Blue Shield—should all be invited to participate 
in these pilot studies. 

These experiments should be approved by a national advisory 
council and conducted by the United States Public Health Service 
for the Department of Health, Education, and Welfare. Controlled 
pilot studies should provide information which could be used to advan- 
tage many more times the value of the sum expended. 


H. R. 7700 


The ACWA agrees with the declaration of policy and purposes set 
forth in title VII of H. R. 7700 that—and I will now give several 
quotations— 


* * * there is a serious need throughout the country for a greater number 
of hospitals and related medical facilities and services ; 

* * * to simulate private lending institutions * * * to loan funds by which 
medical centers, hospitals, clinics, and other medical facilities can be financed, 
built, and operated on a self-sustaining, self-liquidating basis; 
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* * * to encourage the extension of voluntary, prepayment health plans pro- 
viding comprehensive medical and hospital care of high quality to the people 
at reasonable costs within their means; 

* * * to increase the opportunities and facilities by which doctors may asso- 
ciate themselves together in groups in order to broaden the distribution of high 
quality medical care through general practitioners and specialists working to- 
gether * * * and emphasizing preventive medicine, detection of disease and 
early diagnosis. 

The CIO and ACWA accept the bill in principle because they be- 
lieve that it will probably encourage the organization of prepayment 
medical care and hospital plans, group medical practice, and the 
building of medical facilities. The following recommendations which 
in no way alter the purpose of the bill are presented for considera- 
tion—— 

Senator Purreiy. Of course, we are glad to have any testimony 
you wish to give, Doctor, but you know, H. R. 7700 is not before this 
committee. Nor do we have a companion bill before this committee. 

Dr. Branp. I do point it out toward the end of these recommenda- 
tions, but there is, I believe, pending S. 1052, and it may be used to 
advantage instead of this as a companion bill, that is. 

Senator Purreiy. Yes. 

Dr. Branp. 1. Since medical groups with or without prepayment 
insurance plans usually pass through a most trying financial period 
in the first few years of operation, it is suggested that the value of the 
bill would be enhanced if it would provide for a deferment of pay- 
ments on principal for the first 2 years and then, based on the group 
income, a gradual increase in payments up to the fifth year, after which 
a specific and constant repayment would be required. 

The bill calls for a premium charge up to 114 percent for the 
insurance. This figure superimposed on a mortgage interest rate 
up to 6 or 614 percent will cause considerable loading on the sub- 
scribers’ premiums. However, since the mortgagee’s principal is pro- 
tected by the insurance provided under this bill, the interest rate 
should be limited to the prevailing rate of interest for mortgage loans 
to business in the area. The premium charge for the mortgage loan 
insurance should be eliminated because the expansion of facilities and 
medical and hospital insurance plans will repay the interest in the 
form of healthier communities. 

3. In section 702 (g) the definition should be broadened to include 
comprehensive plans established by lay groups, such as labor unions, 
cooperatives, industries, and citizen groups who may engage indi- 
vidual physicians as well as groups of physicians to provide services 
to the subscribers. Also, it should not exclude the possibility of a 
hospital staff establishing a group, medical-practice-facility and pre- 
payment plan. , 

Furthermore, a group-practice unit as defined in this section states 
that the organization of physicians must have “more than one specialty 
represented in the group.” It is recommended that in order to estab- 
lish some sense of balance of professional skills in a medical group 
that this be revised to read, “must have as a minimum a specialist in 
internal medicine, a general surgeon, and an ophthalmologist- 
Nts ngologist.” 

Section "702 (h) should have included the word “physician” in 
line 20, page 7, before the words “groups of physicians.” This will 
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permit a health service association to employ or enter into contracts 
with individual physicians as well as a group of physicians, etc. 

5. Section 702 (i) defines “medical care contract” and “hospital 
service contract” in a manner that does not conform with ane 
practices. Most hospitals provide for more than bed and board anc 

srovide for some of the services as defined in the medical-care contract 

and it is therefore suggested that legislation should not interfere with 
present practices so as to force changes which are at this moment 
controversial. ' 

Passage of H. R. 7700 in the House will be of no value if the Senate 
does not have a companion bill to consider. The CIO and ACWA, 
while approving the above bill in principle, notes that failure to pass 
this bill would not be a handicap to the development of group practice 
prepayment health service plans on condition that S. 1052 and H. R. 
6950 which provide for Federal low-interest loans to group practice 
prepayment health plans are approved in its stead. The mortgage 
loan insurance feature should be added to both bills so that it would 
be available as added protection where a medical group, lay group, 
or hospital prefers to obtain a mortgage loan from a private 
commercial source. 

I would like to present for the record the first annual report of 
the Sidney Hillman Health Center in New York City, and a subsequent 
booklet, and the testimony I presented in behalf of the Amalgamated 
before the House Interstate and Foreign Commerce Committee. 

Senator Purrei.. How extensive are they ? 

Dr. Branp. Not very extensive, but the first annual report will 
certainly indicate what can be done and is being done by the labor 
organizations. 

Senator Purreti. Have you samples of them there? 

Dr. Brann. Yes. 

Senator Purrett. May I look at them? The reason for asking is, 
of course, we would like to have them and we would like to have enough 
copies for all of the members of the committee, and additional ones. 
But as it must be printed in the record I would like to know the 
volume of it. 

Dr. Branp. Then in one instance it is quite large, but actually it 
may not be as much asI think. No, it is not. It could be submitted 
for your files, of course. 

Senator Purrett. That would be fine. Will you have enough so 
that each member of the committee will have one? 

Dr. Branp. I am sorry, but I do not have. 

Senator Purreti. We can have that for the file and refer to it then. 

Dr. Branp. Very good. 

Senator Purrett. Do you have other information you wish to 
present ¢ 

Dr. Branv. I have testimony that I presented on behalf of the 
Amalgamated. 

Senator Purrei.. We are very glad to have that report and it will be 
placed on file. 

Dr. Branp. Mr. Chairman and members of the committee, the CIO 
and ACWA again wish to express appreciation for the opportunity 
to present their comments for health fezislation. 

Senator Purrert. We are very glad to have had you with us and 
hear your views. 
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The next witness is Mr. James Brindle. 


STATEMENT OF JAMES BRINDLE, ACTING DIRECTOR, SOCIAL 
SECURITY DEPARTMENT OF THE INTERNATIONAL UNION, 
UNITED AUTOMOBILE, AIRCRAFT, AND AGRICULTURAL IMPLE- 
MENT WORKERS OF AMERICA, CIO 


Mr. Brinpie. Mr. Chairman, my name is James Brindle. I am 
acting director of the social security department of the international 
union, United Automobile, Aircraft, and Agricultural Implement 
Workers of America, CIO. 

Last week witnessed the burial of the Ives-Flanders bill which, 
despite some weaknesses, would have invested about $800 million an- 
nually in a positive program to meet the health needs of the Nation. 
The transcript of hearings before this subcommittee reports Senator 
Ives as withdrawing S. 1153 in favor of the administration’s program. 
Withdrawal of the bill was due to— 
strong pressure * * * exerted * * * by the White House and the Office of 
Secretary Hobby * * * 
according to the Washington report on the medical sciences. 

When Senator Ives was asked whether he would like to have the bill 
in the record for information purposes, he replied : 


I don’t think it is necessary— 


and concluded with this statement which perhaps sums up health 
progress in the present Congress to date: 


I don’t think we need to waste the paper on it this year. 


Let us look at the administration plan for which Senator Ives with- 
drew his $800 million program. For practical purposes the adminis- 
tration is left with: 

(1) A somewhat broadened program for the construction of health 
facilities, already passed by the House. 

(2) A little more money for rehabilitation on a short-run basis, with 
the dangerous implication that Federal money and responsibility may 
later be reduced. 

(3) A limited Federal guarantee of loans for certain health fa- 
cilities which, more appropriately, ought to be assisted by subsidies; 
and finally, 

(4) A reinsurance proposal for prepaid health plans which is far 
more imaginative than substantive in dealing with health needs. 

The latter two involve no Federal expenditures—only money ad- 
vances, to be repaid ultimately by health service consumers. Without 
real Federal contributions these bills will accomplish little. 

This leaves the administration and Congress with a program which 
is indeed meager. It scarcely constitutes a significant response to the 
health problems outlined in the President’s message to Congress on 
January 18, in which he says: 

Not all Americans can enjoy the best in medical care * * * because not always 
are the requisite facilities and professional personnel so distributed as to be 
available to them, particularly in our poorer communities and rural sec- 


tions * * * even where the best in medical care is available, its costs are often 
a serious burden. 
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Nor can this residual administration program qualify as moving us 
neasurably toward the national health goals set forth by the Presi- 
dent when he said: 

One such goal is that the means for achieving good health should be accessible 

all. A person’s location, occupation, age, race, creed, or financial status should 

t bar him from enjoying this access. 

Second, the results of our vast scientific research, which is constantly ad- 

incing our knowledge of better health protection and better care in illness, 
should be hroadly applied for the benefit of every citizen. * * * 

Actually, the withdrawal of the Ives-Flanders-Javits bill is the last 
1 a series of retreats from the principles enunciated in the President’s 
nessage. 

The budget request for fiscal 1955 was the first indication that the 
diiinistration’s lofty objectives were not to be effectively met. 


BUDGET CUT FOR EXISTING PUBLIC-HEALTH PROGRAMS 


The 1955 budget for public health services under existing legisla- 
tion was cut $14.3 million, a 6-percent reduction from the current fiscal 
year. Although slight increases were proposed for some services, 
the 14.3 million cut in estimated expenditures for 1955 was made by 
paring down such public-health programs as construction of research 
facilities (by $4.4 million), control of venereal disease, tuberculosis, 
ind other communicable diseases (by $5.9 million), the National Insti- 
tutes of Health (by $1 million), and by cutting salary and expense 
nudgets for Public Health Service operations. This is no time to cut 
these programs. The President’s Commission on the Health Needs 
of the Nation recommended 
greatly increased expenditures * * * be used to speed the eradication of tuber- 
ulosis, syphilis, typhoid fever, diphtheria, and other communicable diseases. 

[t is sti]] not too late for this subcommittee to recommend to Con- 
gress health legislation that would constitute a significant step in the 
direction of meeting some of the serious health needs outlined by the 
President in his health message and by Mrs. Hobby at her March 11 
press conference. 

Perhaps it is vain to expect favorable congressional action on the 
national health insurance program which is proposed in H. R, 1817, 
introduced in the House by Representative Dingell of Michigan. The 
two major labor federations have long been on record favoring this 
legislation. But there is no reason why this subcommittee should not 
give serious consideration to some of the components of the Ives- 
Flanders-Javits and other bills, to the well-considered recommenda- 
tions of the President’s Commission on the Health Needs of the 
Nation, and to expanding some of the programs now under congres- 
sional consideration. 

At this time we recommend specifically : 


1. AID FOR CONSTRUCTION OF HOSPITALS AND HEALTH FACILITIES 


The need for augmented hospital construction is well established. 
The President’s Commission on the Health Needs of the Nation re- 
ported the need of 226,000 general hospital and 331,000 mental hos- 
pital beds. The Commission stated : 


In spite of an enormous hospital building program in the past few years, the 
need for hospital beds in many areas is much greater than the available sup- 
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ply. * * * Many people in rural areas are still without needed hospital facilities, 
Mental and TB hospitals in many areas are critically overcrowded and have 
waiting lists for beds. 

With such tremendous gaps in health facilities it would appear 
obvious that the Federal Government should increase appropriation 
for such construction to the already authorized level of $150 million 
per year, rather than reduce it to $50 million, as is proposed in the 
current budget. 

Even more important is the need to gear the program for construc- 
tion of the health facilities to changing patterns of medical care, ad- 
vances in medical science, and changing population needs. 

The proposed Hill-Burton revision (S. 2748) recognizes these needs 
in extending the Hospital Survey Construction Act to include hos- 
pitals for the chronically ill, diagnostic and treatment centers, re- 
habilitation centers and nursing homes. However, we think that the 
$60 million allocated for this .purpose is not nearly enough. 

For example, according to administration estimates, the proposed 
$20 million for construction of hospital facilities for the chronically 
ill will add only an estimated 2,770 beds if matched by $16 million of 
State and local funds. If we match this proposal against the unmet 
need for chronic hospital beds—set by the President’s Commission on 
the Health Needs of the Nation at over 250,000—the staggering gap 
between what is proposed and what 1s needed becomes all too apparent. 

We suggest that both the need for hospitals and other medical 
facilities as well as the need for governmental programs designed to 
provide constructive employment in this critical period would be 
served by ene for hospital construction of the old Hill-Bur- 
ton standard of $150 million a year and expenditures in 1955, an 
amount for other hospital and medical facilities more in line with 
existing needs. 


2. AID TO MEDICAL EDUCATION 


The need for more medical and allied personnel has been thoroughly 
discussed, documented and proven. 

Actually, substantial Federal subsidies are a must to expand the 
physical facilities and to replace outmoded buildings and equip- 
ment of schools for training physicians and other needed health 
personnel. Even the American Medical Association, by initiating a 
voluntary program for support to medical schools, highlights this 
financial need, although its suggested remedy is inadequate. ~ Operat- 
ing subsidies are also needed and scholarships should be offered to 

capable young men and women, so that all qualified candidates, not 
just the children of the well-to-do, can enter the health professions. 

The special needs of certain types of postgraduate schools is high- 
lighted in the April issue of Medical Economics by Dr. Gaylord W. 
Anderson, President of the Association of Public Health Schools 
and Director of the University of Minnesota School of Public Health. 
He says that the Nation’s public health schools are in a financial hole 
out of which they can climb only with the aid of Federal subsidies. 

A further comment Dr. Anderson made was that there should be a 
more equitable distribution of the financial burden through a Fed- 
eral subsidy. Dr. Anderson cites United States Public Health Serv- 
ice figures to show that public-health schools are running a deficit of 
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about $1.8 million a year, and need $16 million to modernize and 
expand their equipment. 

In short, we propose that the committee reconsider such measures 
as title VII, part E of the Ives-Flanders-Javits bill and 8S. 337 of 
the 82d Congress, which was favorably reported to the Senate. 


3, AID TO LOCAL HEALTH UNITS 


Approximately 30 million people still live in areas without proper 
organized local health departments. There must be added Federal 
money to cover this neglected part of our population. In the 82d 
Congress the Senate passed S. 445, which had strong bipartisan spon- 
sorship. The Ives-Flanders-Javits bill would provide grants-in-aid 
which would extend coverage of adequate local public health services, 


+. AID TO MEDICAL RESEARCH 


Instead of the cuts suggested in the budget, there should be ex- 
pansion of research in the field of medical science, especially in the 
neglected areas of mental and chronic illness. Attention should also 
be given to research in medical care administration. 


5. REHABILITATION 


The President’s health message indicates the administration’s 
awareness of the terrible social waste and inhumanity of our failure to 
rehabilitate more than a minor fraction of persons annually disabled. 
He spoke with feeling or. this subject. 

There are now 2 million disabled persons who could be rehabilitated and thus 
returned to productive work. Under the present rehabilitation program only 
60,000 of these disabled individuals are returned each year to full and productive 
lives. Meanwhile, 250,000 of our people are annually disabled. Therefore, we 
are losing ground at a distressing rate. 

Considerations of both humanity and national self-interest demand that steps 
be taken now to improve this situation. Today, for example, we are spending 
three times as much in public assistance to care for nonproductive disabled 
people as it would cost to make them self-sufficient and taxpaying members of 
their communities. Rehabilitated persons as a group pay back in Federal in- 
come taxes many times the cost of their rehabilitation. 

There are no statistics to portray the full depth and meaning in human terms 
of the rehabilitation program, but clearly it is a program that builds a stronger 
America, 

But here again, although recognition of the problem is eloquently 
stated and high hopes are expressed for its solution, the administra- 
tion seems overanxious ‘to limit Federal responsibility and future 
commitments. 

Considering that 250,000 people are disabled each year, the stated 
goal of rehabilitating 70,000 people in 1955—an increase of only 
10,000—is not impressive. 

The President has proposed an added $8.8 million for grants to 
States for rehabilitation. $7.8 million of this is to be spent in 1955 
to construct facilities and train personnel. This is advertised as a 
“shot in the arm” to encourage State and local initiative. At the same 
time $3.8 million is being cut from the regular Office of Vocational 
Rehabilitation budget. Thus, the new added money is largely a one- 
time expenditure while the amount cut from the regular budget re- 
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duces a continuing program. This hit-and-run program may leave 
the States in a few years worse off than they are now. 


6. PREPAID HOSPITALIZATION FOR THE AGED 


UAW experience verifies a continuing need for the more adequate 
financing of health protection for retired workers. 

While it is perhaps not the subject of this hearing, we urge this 
subcommittee to recommend that hospitalization for retired workers 
be provided through Old-Age and Survivors Insurance. Many studies 
ave demonstrated that this is one of the greatest unmet needs of re- 
tired workers. 

It is hoped that the serious problems of unmet health needs outlined 
by the President and by the Secretary of Health, Education, and Wel- 
fare will get the serious attention they deserve in this Congress. It 
is strongly urged that this committee reconsider some of the specific 
legislative actions which we here recommend. 

Mr. Chairman, there are a couple of other comments I would like 
to make. 

Senator Purreii. We are very happy to have you do so. 

Mr. Brinpvte. Dr. Brand indicated a grant rather than a loan- 
guarantee program might be advisable. We suggest that perhaps 
S. 1052, which is very much like Mr. Wolverton’s bill, H. R. 6950, ought 
to receive serious consideration. 

Senator Purtraity. That is the Humphrey bill? 

Mr. Brinpte. Yes, sir. It would provide low interest loans to con- 
sumer sponsored prepayment health plans. I think some of the pro- 
visions of Mr. Wolverton’s bill are broader than Mr. Humphrey’s and 
could be incorporated. Also, we would recommend rather than $5 
million for each of the first 2 years about $10 million be made available 
there. 

Senator Purrett. You mean $10 million for each of the first 2 years? 

Mr. Brrnvie. Yes, sir. Previous testimony has made much of the 
fact, and before the Wolverton committee also, that a very substantial 
number of persons are covered by voluntary insurance programs. I 
think the figure now is something like 90 million. 

Senator Purrety. The figures have been quoted as high as 100 
million as of today; 90 million, I think, is as of the first of 1953. 

Mr. Brinviez. I think that is so. 

Senator Purrets. That is, some form of insurance. Not adequate 
coverage. 

Mr. Brinpie. That is the point I wish to make: That actually much 
of this insurance does not provide the kind of comprehensive prepaid 
protection we feel is necessary, and we try to bargain for in collective 
bargaining. Particularly much of it covers only hospitalization, and 
only part of the cost of hospitalization. Some of it had very serious 
dollar limitations in it, and, of course, none of it provides the kind of 
preventive care that in the long run will be the constructive type of 
medical care we need. 

Also, much of it has deductible and coinsurance features which to 
our mind discourage the subscriber from yoing early to medical care, 
and are really devices to try to inhibit the amount of medical care 
received. These particular devices and these inadequacies we wanted 
to point out to the committee. 
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Senator Purrety. We are very happy to have it and have any infor- 
mation you have to help us in our deliberations. You did in the early 
part of your testimony, sir, refer to Senator Ives’ appearance before 
this committee. 

Mr. Brinpie. Yes, sir. 

Senator Purtett. And I am sure you would not want to do Senator 
Ives an injustice by just taking out a portion of his testimony and 
making it appear that was what he said. So I think at this time I 
would like to enter into the record exactly and completely what Sena- 
tor Ives said before this committee. 

Senator Ives explained, and this is his complete statement : 


I am just coming in to appear in connection with the bill which has been intro- 
duced by Senator Flanders and myself, with which I think some of you may be 
acquainted, 8. 1153. This bill or a similar one was put in during the 81st Con- 
gress. It was not introduced in the 82d Congress. It was introduced last year 
by us again—as a matter of fact, on March 2, 1953. 

We feel that the approach contained in this bill is the approach which we 
should aim for in the whole matter of health insurance. It is entirely volun- 
tary under the terms of the bill, utilizing entirely the voluntary agencies, the 
local agencies like the Blue Cross and the Blue Shield, and others, and operating 
from the standpoint of the Federal Government through the States and the States 
in turn through the localities. 

The terms in it are carried out in such a way that people are aided in aceord- 
ance with their capacity to pay themselves. However, we realize anything of 
this nature 


And he is referring again to S. 1153, and he said— 


However, we realize anything of this nature is going to cost a considerable 
amount of money. I have attempted to get from the budget some information, 
but I haven’t yet been able to find out what the cost would be. 

The administration feels as a beginning we should undertake the program 
which they have recommended and which I assume is the legislation immedi- 
ately before you. 


And it was the legislation immediately before us. 


Personally, I think I can speak for Senator Flanders in this—he may appear 
himself—we feel that in the circumstances we should get behind the adminis- 
tration bill because we feel it is, to use an old, trite phrase, a definite step in 
the right direction, the direction in which we desire to go, and for that reason 
I am here this morning to tell you we are not asking for our bill. S. 1153, but 
we are recommending the administration program. 

Senator Hit,. Thank you, Senator. Thank you very, very much, sir. 

Senator Ives. I thank you very much. 


They are very polite fellows. 


Senator Hr~i. Would you like to have your bill, for information purposes, 
put in the record, or not? 

Senator Ives. I don’t think it is necessary. 

Senator Hitt. You would not? 

Senator Ives. I don’t think we need to waste the paper on it this year. 

Senator Hirt. We certainly appreciate your coming, Senator. 

Senator Ives. Thank you very much. 

But I think we owe it to Senator Ives not to take 1 or 2 sentences 
out of what he said, but rather to give the whole testimony. 

Mr. Brrnpiz. I think Senator Ives’ whole statement reinforces the 
point I was trying to make, Mr. Chairman. Certainly it is costly. 
I think Mrs. Hobby’s Department estimated its ultimate cost for that 
program on a going basis as somewhere between 800 million and a bil- 
lion dollars a year, which is about the cost that the Commission on 
the Health Needs of the Nation placed on the recommendations they 
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made. I think the labor organizations recognize that actually the 
health of the American people i is worth some kind of investment like 
that. 

Senator Purretz. We have never had any accurate figures sub- 
mitted to this committee on it. There were some earlier figures sub- 
mitted in the early part of the discussion, but we have not had any 
accurate figures, to the best of my knowledge. 

Mr. Brinpix. I do not think they are precise, but Mrs. Hobby in 
her testimony of April 13 indicated the cost. I think it would be pos- 
sible to arrive at the prescise costs or reasonable estimates. But the 
point is, it is worth a significant investment of something like a bil- 
lion dollars. We would go along with the President’s Commission's 
report, which indicated a sum of something like $1 billion, and I think 
it is an indication of withdrawing from any substantial amount of 
health program. 

Senator Purreti. Now, we are here because we are trying to find 
out what the facts are and what the truth is, and what we can do with 
all the factors considered. Quite often it is most helpful if we do not 
take just a word or a sentence out of context and present that as evi- 
dence of a matter. 

What you said in your testimony actually was when Senator Ives 
was asked whether he would like to have the bill appear in the record 
he replied, and you carefully quote him: 

I don’t think it is necessary. 

You have that in quotation marks, and then you say— 
and concluded with this statement which perhaps sums up health progress in 
the present Congress to date. 

And again you quote him as saying: 

I don’t think we need to waste the paper on it this year. 


I think the whole testimony of the Senator throws a little different 
light on what he said, don’t you? 

Mr. Brinpie. I don’t think it changes the basic idea that actually 
there is a withdrawal of a fairly ambitious health program. I am 
happy, of course, you have read Senator Ives’ quotation into the record. 

Senator Purren.. Of course, I would not have had to do it if you 
had seen fit to put it in your quote. 

Mr. Brrinpie. I had the whole thing in there but I was cutting 
down. I don’t think I destroyed the sense of it. 

Senator Purreit. I think at this time it would be well to have in- 
cluded in the record a report from the Department of Health, Educa- 
tion, and Welfare on this particular bill referred to as the Ives-Fland- 
ers bill, S. 1153, and also include in the record at this time a report 
from the Bureau of the Budget covering the same bill, S. 1153. 


(The documents referred to are as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., April 13, 1954. 
Hon. H. ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear MR. CHAIRMAN: This wi!ll acknowledge your letter of March 4, 1954, 
inviting the Bureau of the Budget to comment on S. 1153, a bill to facilitate 
the broader distribution of health services, to increase the quantity and improve 
the quality of health services and facilities, and for other purposes. 
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This bill proposes to achieve a broader distribution of health services through- 
out the country primarily by laying the basis for a marked expansion of Federal 
financial assistance to States and the establishment of several new Federal-grant 
programs. The bill includes provisions: (1) To make grants to States for 
assistance to cooperating prepayment health service plans, (2) to make grants 
to States for support of health programs in special-need areas, (3) to make 
grants to States for support of general health programs, (4) to authorize 
Federal payroll deductions for prepayment health service plans, (5) to make 
loans to prepayment health service plans to finance construction and equipping 
personal health service centers, (6) to make payments to medical and nursing 
schools on basis of enrolled students, (7) to make grants to medical schools 
for construction of new facilities and expansion of old, (8) to establish a Federal 
Health Study and Planning Commission, (9) for the Commission to formulate 
a 20-year national health plan, (10) for extension of the present hospital con- 
struction program, and (11) to make grants to States for assistance of local 
public health units. 

The broad objective of this measure is commendable. The President in his 
special health message of January 18, 1954, to the Congress said: 

“We must, therefore, take further action on the problems of distribution of 
medical facilities and the costs of medical care, but we must be careful and 
farsighted in the action that we take. Freedom, consent, and individual 
responsibility are fundamental to our system. In the field of medical care, 
this means that the traditional relationship of the physician and his patient, 
and the right of the individual to elect freely the manner of his care in illness, 
must be preserved. In adhering to this principle, and rejecting the socialization 
of medicine, we can still confidently commit ourselves to certain national health 
goals.” 

A group of bills has been introduced in the second session of the 83d Congress 
designed to further the goals of the President. These measures propose to take 
care of the most pressing needs. H. R. 8356 and S. 3114 would establish a 
limited Federal reinsurance service to encourage private and nonprofit health 
insurance organizations to offer broader health protection to more families. 
H. R. 7397 and S. 2778 would amend the Public Health Service Act and H. R. 
7448, the Children’s Bureuu Act, to provide a simplified formula for all basic 
grant-in-aid programs which apply a new concept of Federal aid-to-State 
programs. S. 2759 would provide for a progressive expansion of our rehabilita- 
tion resources, and 8S. 2758 would provide for expansion of the Hospital Survey 
and Construction Act, and would authorize financial assistance for construction 
of several new types of urgently needed medical care facilities. 

Although none of the bills comprising the President’s health program include 
a provision for authorizing Federal payroll deductions for prepayment health 
service plans, the President’s personnel-management program announced on 
February 24, 1954, does include a recommendation for a program of contributory 
medical care and hospitalization insurance open to all Federal employees on a 
voluntary basis. Specifie legislation to carry this recommendation into effect 
will shortly be transmitted to the Congress. 

Enactment of the President’s program for broadening the distribution and 
improving the quality of health facilities at a reasonable cost to individuals, 
although not providing for all of the activities proposed in S. 1153, will go far 
toward accomplishing the broad objectives of this measure without as great an 
increase in Federal operations and the financial burden on the Federal Gov- 
ernment. 

In view of the foregoing, the Bureau of the Budget recommends that the bills 
comprising the administration’s program be enacted rather than S. 1153. 

Sincerely yours, 
DoNALD R. BEtcueER, Assistant Director, 


DePARTMENT OF HEALTH, EpvUcation, AND WELFARE, 
April 13, 1954. 
Hon. H, ALEXANDER SMITH, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 
Dear MR, CHAIRMAN; This letter is in reply to your request of March 4, 1953, 
for a report on S. 1153, a bill to facilitate the broader distribution of health 
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services, to increase the quantity and improve the quality of health services and 
facilities, and for other purposes. 

The bill would amend the Public Health Service Act to add a new title VII 
authorizing a Federal-State program to assist voluntary nonprofit prepayment 
health service plans. Part C of the proposed new title VII would authorize 
grants to States with approved plans for the financial assistance of cooperating 
prepayment plans, and at the State’s option, a program for special need areas. 
State plans would be certified by the governors as having met the Federal re 
quirements, and expenditures would also be certified by the governors as having 
been made in accordance with State plans. 

Under the Federal requirements for State plans, administration within the 
State would be by a single State agency, a State health council, district health 
councils, and health region authorities. Kegions would be grouped in districts 
centering on 4-year medical schools. Participation would be limited to non- 
profit membership or cooperative plans, managed by a governing board having 
a majority of persons who did not engage in the provision of health services. 
Plans would be approved for participation by State and regional authorities 
and would be required to make stipulated undertakings with respect to enroll- 
ment, subscription charges, and benefit under participating contracts, 

Within the limits of State law, the kinds of services and the kinds of benelits 
(service or cash) which might be included in participating contracts would be 
prescribed annually for each region on the basis of personnel and facilities avail- 
able. Cost norms (per beneficiary) for each participating contract would be 
fixed on this basis. The normal family subscription charge would be 3 percent 
of adjusted gross income up to $5,000, but in no case less than $6 a year. The 
required minimum percentage of subscribers’ family income fixed as a sub 
scription rate for any participating contract would bear the same ratio to 3 
percent as the allowed cost of the participating contract bore to the cost norm 
(for the yardstick benefits) in the region. 

The State would understake to pay to each cooperating plan the difference be- 
tween premium income and the allowed cost for its participating contracts; to 
make provision for the payment of subscription charges, in whole or in part, for 
recipients of public assistance and unemployment compensation benefits; and 
to provide non-interest-bearing loans to assist in the establishment of new plans. 
It might also provide in its plan for a program to develop services and facilities 
for special need areas within the State. 

The Federal Government would make payments to the States in accordance 
with a Federal percentage (varying inversely with per capita income between 
33%, percent and 75 percent, with 50 percent for Alaska and Hawaii and 75 percent 
for Puerto Rico and the Virgin Islands) for (a) payments made by the State to 
meet deficits under participating contracts up to a Federal ceiling of $3.75 a 
quarter per beneficiary ; ()) loans to plans; and (c) expenditures for special need 
areas. There would also be a 100 percent Federal grant for the administrative 
costs of district health councils. 

In addition to the Federal-State program summarized above, the bill would 
authorize complementary Federal programs for long-term construction loans 
to prepayment health service plans; Federal payments to approved schools of 
medicine and nursing for costs of maintenance and operation, and for construction 
and equipment; expansion of the hospital survey and construction program to 
include diagnostic centers and personal-health service centers: and a new grant 
program to assist the States to develop and maintain local public-health units. 

The bill also proposes to add a new title VIII to the Public Health Service 
Act to establish a continuing bipartisan, 12-member Federal Health Study and 
Planning Commission. The Commission would conduct continuing compre- 
hensive studies of national and regional health service needs, including the col- 
lection of data on health personnel and facilities, training facilities, research, 
income distribution, mortality and morbidity rates, patterns of utilization o2f 
health services and the extent of coordination among agencies concerned with 
health care. It would also formulate successive 20-year plans to achieve needed 
improvements in the health-service system of the Nation. 

This report will deal mainly with the immediate health and medical-service 
program—the Federal-State program of assistance to voluntary prepayment 
plans contained in part C of the proposed new title VII—which is the unique 
feature of this bill. The other developmental and complementary provisions of 
the proposed National Health Act of 1953 are separable and have, for the most 
part, been included in other bills and in some instances have already been sepa- 
rately considered, in substance, in connection with parts of this administration's 
legislative program. 
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These proposals for Federal-State assistance to cooperating plans would in- 
augurate a full-scale program of Government subsidy for voluntary-health in- 
surance. While the bill would permit wide latitude with respect to the range and 
kinds of benefits to be included in participating contracts, it would at the same 
time carry fairly precise requirements as to costs, premiums, coverage, partici- 
pating organizations, and the methods of providing State financial aid. 

While this Department is in sympathy with the objective of achieving a wider 
coverage for prepayment health-insurance plans, we do not believe the subsidy 
program outlined in the bill represents the most desirable approach to this ob- 
jective. In our opinion, the first step in the development of a long-range program 
should be the stimulation of voluntary health-insurance plans of various types 
to achieve maximum levels of coverage and benefits on a self-supporting basis. 
We believe that the proposal for a limited reinsurance service contained in 
S. 3114, now under consideration by your committee, represents a preferable ap- 
proach leading toward the objective of improved health insurance protection for 
a larger portion of our population. 

The cost to the Federal Government of the health-insurance subsidies au- 
thorized by S. 1153 would be substantial. In 1949 the sponsors of predecessor 
bills in the Slst Congress estimated that after 3 or 4 years of operation, the an- 
nual Federal-State contribution for this part of the program would reach about 
$1 billion. A little more than half of this amount would be Federal funds. The 
combined Federal-State subsidy would represent about 15 to 40 percent of the 
costs. Subscribers would pay the other 60 to 85 percent in premium charges, de- 
pending upon the income level of the community. 

Within the framework of the statutory plan requirements, the States would 
have the bulk of the administrative functions and responsibilities. No critical 
analysis of specific provisions is here attempted, but we believe that the statu- 
tory administrative arrangements and distribution of functions within the States 
as outlined by the bill would be rather inflexible and complicated. There would 
be several layers of administrative agencies and advisory bodies with consider- 
able likelihood of unnecessary duplication of recordkeeping and reporting, as 
well as of administrative and supervisory functions. 

With respect to the proposal in the bill relating to construction loans to pre- 
payment plans (part D of the proposal title VIL), we believe that, while such a 
loan program might be needed if the health insurance subsidy grant provisions 
of the bill were to be enacted, it would not be desirable to consider enactment of 
this part as an independent legislative measure. Our more detailed views on a 
somewhat similar proposal are set forth in our report to your committee of March 
19, 1954, on S. 1052. 

We also have serious reservations regarding the provisions of part E of the 
proposed title VII, which would authorize financial assistance to schools of medi- 
cine and schools of nursing. We believe that Federal subsidization of institu- 
tions of higher learning, and particularly a subsidy for costs of instruction, 
entails such serious questions of public policy that it should be considered only 
after a thorough review of all possible alternatives. In this connection, it should 
be noted that the proposed White House Conference of Education, as authorized 
in S. 2728, would provide an excellent opportunity for such a study and evalua- 
tion of various approaches to the financial problems of our schools. We would 
therefore recommend that consideration of Federal assistance for medical and 
nursing schools be deferred until the findings and recommendations of the pro- 
posed White House Conference can be reviewed and evaluated. 

While we would have no objection in principle to the establishment of a com- 
mission to study health needs and problems, we doubt the need for such a large- 
scale study program as that outlined in the proposed title VIII. Our imme- 
diate needs for additional data regarding health insurance plans and their poten- 
tialities could adequately be met, in our opinion, by the provisions of title II of 
S. 3114, relating to technical and advisory services. Further long-range program 
planning might be deferred pending the accumulation of operating data and ex- 
perience under the reinsurance provisions of that bill. 

For the reasons briefly indicated above, this Department is unable to support 
the proposals set forth in S. 1153, and we therefore recommend that the bill not 
be enacted by the Congress. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oveta Cutp Hospy, Secretary. 
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STATEMENT OF PAUL SIFTON, UAW-CIO LEGISLATIVE REPRESENT- 
ATIVE, CHAIRMAN, CIO LEGISLATIVE SUBCOMMITTEE ON SOCIAL 
SECURITY 


Mr. Strron. Is that report from the Department of Health, Educa- 
tion, and Welfare dated April 13? 

Senator Purrety. Both reports are dated April 13. 

Mr. Sirron. I believe I am correct in stating in this report the cost 
of the aid to voluntary health services alone on a Federal-State basis 
is in the neighborhood of $1 billion, and that would mean $500 million 
of Federal cost. 

Senator Purre... Let me read in a portion and we can throw a little 
light on it. 

Mr. Strron. I have an excerpt also. 

Senator Purret.. That is all right. You can be assured I shall read 

with no distortion or change. 

Mr. Strron. I had no such overtone in my observation. 

Senator Purrety (reading) : 

The cost to the Federal Government of the health-insurance subsidies author- 
ized by S. 1153 would be substantial. In 1949 the sponsors of predecessor bills 
in the 8ist Congress estimated that after 3 or 4 years of operation the annual 
Federal-State contribution for this part of the program would reach about $1 
billion. 

That was estimated by the sponsors of the bill in the 81st Congress. 
That is not a Department estimate at all. It is an estimate that was 
given in 1949 by the sponsors of a previous bill. Is that correct? Is 
that how you read it and is it your interpretation ? 

Mr. Strron. To which they do not take exc eption in this report. 

Senator Purreii. They quote it. They don’t quote any figure there 
at all on the part of the Dep: urtment that I can see. They simply say, 
“In 1949 the sponsors of” a similar bill estimated the cost would be 
$1 billion. 

Mr. Strron. For what it is worth, I call attention to it. 

Senator Purrert. Yes. And it is in the record. Thank you. 

Miss Exiicxson. May I say something additional on the matter of 
costs ¢ 

Senator Purretu. We are very happy to have you. 

Miss Exxickson. To a considerable degree the expenditures for 
health services which these bills we favor would add to the Federal 
budget merely transform the method in which costs are met. In other 
words, the people can meet some of these costs either by paying for 
them directly in their doctors’ fees and bills, or they can contribute 
through taxes, progressive taxes we hope to a considerable degree, so 
they meet them as a gr oup. In other words, you don’t want to give the 
impression all of this is an additional expenditure on the total cost 
of medical services in the Nation. <A lot of this is just a different form. 

Senator Purreity. Very good. 

Are there any other matters you wish to present? We want to thank 
vou very much for coming. We enjoyed your being here. 

Miss Exxicxson. Thank you very much. 

Senator Purre.t. Our next witness is Mr. Seymour Harris, repre- 
senting. I believe, the Americans for Democratic Action. 

Mr. Harris, you are speaking for them ? 
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STATEMENT OF SEYMOUR HARRIS, REPRESENTING THE 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Harris. Thank you very much, Senator. 

Senator Purtell, if it is agreeable to you I would like to put my 
statement in the record and perhaps summarize my position. 

Senator Purreti. That would be very good, if you wished to do it. 

Mr. Harris. It would probably bore you if I read it. 

Senator Purreti. No, it does not bore us, but you do whatever you 
wish. 

Mr. Harris. I think this is more effective. It has been my expe- 
rience, although it depends on the man. I don’t read papers awfully 
well and I can summarize them better. 

Senator Purrexy. If you wish to do it we will order the paper in its 
entirety become a part of the record. 

Mr. Harris. Thank you very much, Senator. 

(The prepared statement of Mr. Harris is as follows:) 


STATEMENT OF SrtyMouR E. HARRIS PRESENTED ON BEHALF OF AMERICANS FOR 
DEMOCRATIC ACTION 


My name is Seymour E. Harris. I appear before you today on behalf of Ameri- 
cans for Democratic Action. 

It is a pleasure to appear again before this committee to discuss the issues 
of the economics of medicine. 

I have written widely in economics, have been on economics faculties since 
1920 (Princeton, 1920-22, and Uarvard, 1922 to date, where I am a professor 
of economics in arts and science and the Graduate School of Public Administra- 
tion. I am also editor of the Review of Economic and Statistics, At 
various times, | have served as adviser to seven Government departments and 
agencies. In the field of medical economics, I am completing a book on the 
economics of medicine, served as a consultant on financing of medicine to the 
President’s Commission on the Health Needs of the Nation (Magnuson com- 
mittee), and have been an adviser of the Harvard University cancer research 
and training committee. 


I. SUMMARY 


S. 3114, a reinsurance bill for personal medical services, is a step in the right 
direction, but a woefully inadequate one. What is needed now are incentives 
adequate not only to stimulate the spawning of comprehensive plans such as 
HIP of New York and to make possible entry by the masses of the population, 
but adequate to accomplish these objectives in the face of hostility on the part 
of local medical societies (II). 

The case for additional public spending for medicine rests on the medical 
objectives of the Government as presented in the President’s budget massage ; 
on the short- and long-run need of additional consumption outlays which are not 
saving of labor; on a correct appraisal of the priority of tax reduction against 
increased spending. (Why concentrate favors on taxpayers, and primarily on 
higher income groups, to the extent of $12 billion to $13 billion and at the same 
time cut the medical program and offer us S. 3114 as the primary solution of 
our health problems (IIT) ?) 

Reinsurance is not the answer. A $10 billion problem cannot be solved by an 
advance of $25 million. What is needed is a reduction in the cost of medicine 
or subsidies for families which cannot afford to spend about $140 to $200 an- 
nually for health insurance. The Ives-Flanders bill, though it has some weak- 
nesses, is much to be preferred to the administration bill because it not only 
provides for the financing of comprehensive insurance but. also the means of 
obtaining additional facilities without which extension of insurance is inflation- 
ary and not productive of more services. 8S. 3114, the administration bill, 
scarcely touches the problem of facilities, personnel, financing construction needs, 
ete. Nor does the whole administration program inclusive of new hospital con- 
struction go nearly far enough (IV). 
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The best approach seems to be grants-in-aid for financing comprehensive in- 
surance, which might cut costs of insurance to all, or, better, subsidies to make 
possible coverage on the basis of need. This can probably be done without run- 
ning afoul of the Means Test (V). 

Prepayment comprehensive insurance has many merits, not the least of which 
is its exclusion of coinsurance, its emphasis on preventive medicine, its savings 
on pressures on hospitals, its potentialities in diverting more resources into 
medicine and achieving an improved distribution (VI). 

Extension of insurance without a program for more hospitals and personnel is 
unwise. The effects would be inflation if we do not provide the additional re- 
sources. These programs can be furthered with minimum costs (VITY. 


II. 


ADA is, of course, pleased that this committee is considering the problem of 
improving and extending our medical services. The committee, it seems to us, 
is right in stressing the importance of comprehensive prepayment insurance, and 
in trying to find ways of extendings its coverage. This seems to me, as it must 
to the committee, the only effective and politically acceptable way of providing 
the American people with the minimum amounts of service that a rich economy 
can afford. The great issue that this committee must face, it seems to me, is an 
acceleration of the pace of comprehensive prepayment insurance, to ward off 
either national health insurance or an extension of Government medicine. It 
is a significant fact that Government now spends $3 billion for medicine, and its 
share of the medical bill since before the war has risen by about 50 percent. 
The more adequate the prepayment program, the less the pressure for Govern- 
ment medicine. 

The case for national health insurance is strong especially because it provides 
finance and improved distribution. But since the doctors seem hostile, it seems 
wise at this time to give comprehensive insurance a trial. 

It seems to us that the responsibility of the Government at this point is to 
provide sufficient incentives so that comprehensive prepayment plans will be 
spawned and the public stimulated to join. The incentives must be adequate to 
break down the resistance of local medical societies. I suggest to these societies 
that obtuse opposition will only result in more radical advances in organization. 
They had better yield some yardage on the 50-yard line than be forced to a goal- 
line stand later. 


Ill. MEDICINE AND THE ECONOMY 


Before dealing with the specific legislation, allow me to put health legislation 
and spending in the general picture. 

The President’s program may be put in his own words. And I quote from his 
budget message: 

“T believe that, along with the essentials of protecting the freedom of our 
people and maintaining a strong and growing economy, we must make greater 
and more successful efforts than we have made in the past to strengthen social 
security and improve the health of our citizens. In so doing, we build for the 
future, and we prove to the watching world that a free nation can and will find 
the means, despite the tensions of these times, to progress toward a better society. 

* * * ¥ . * & 


“This administration flatly opposes the socialization of medicine. Under the 
traditional American approach, private and nonprofit medical and hospital 
insurance programs have grown steadily and now cover a large segment of the 
population. Yet there is still a long way to go. Many families are not pro- 
tected ; many health costs are not insured. Positive action to promote the health 
of all our people has been recommended in my recent message. 

+ * * * * * * 


“Promotion of public health: The budget provides for initiating our new pro- 
gram to help assure adequate medical and hospital services. The main elements 
of this program are: 

“(1) Establishment of a limited reinsurance service to encourage private and 
nonprofit health insurance organizations to offer broader health protection to 
more families on a basis which would reinsure the special additional risks 
through premiums modeled on sound insurance principles. The capital for this 
program will be provided initially by the Federal Government and repaid from 
fees. 
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“(2) A broadening of the present Federal grant-in-aid program for hospital 
construction to stimulate provision of diagnostic and treatment centers, rehabili- 
tation facilities, nursing homes, and additional chronic disease hospitals, and 
to help finance State surveys of their needs for such facilities. 

“The new program is estimated to require new obligational authority of $89 
million for the fiscal year 1955, of which $7 million would be spent in that year.” 

The Federal Government’s program includes grants for research, operation of 
public health hospitals, grants-in-aid for health services, hospital construction, 
etc. But let us note that the Government spent $316 million for these items in 
1953 (fiscal) and outlays are estimated at $289 million and $281 million in fiscal 
1954 and 1955, respectively, or a decline of about 12 percent. 

ADA’s major criticism of the administration program is that it does not go 
nearly far enough. The medical program should be put in its context. Cana 
$10 billion program be solved by advancing $25 million? This is the first question 
that is raised by S. 3114, the administration bill. 

But let us look at the medical problem in relation to national policy. It is 
unfortunate that, despite our budgetary procedure and the Employment Act of 
1946, both of which reflect great advances, there still is not a careful balancing 
of priorities. 

For example, the present tax-reduction program amounts to $7 billion accord- 
ing to official estimates. Actually, the reduction once fully effective is more ac- 
curately $10 billion. (KE. g., the losses on added depreciation allowances and 
relief to dividend holders will greatly increase in the years to come.) In addi- 
tion, should this country suffer a fall of GNP of 5 percent in 1954 over 1953, as is 
widely expected, there would be additional losses of taxes of $2 million to 
$3 billion. 

One may honestly raise the question whether, in thes circumstancs, a careful 
weighting of tax reduction against additional spending has been made. One may 
say to the administration, would it not have been better to spend $2 billion 
additional, say, on health, education, housing, development of natural resources 
than to give the bonus almost exclusively to taxpayers and rather excessively to 
the high-income groups? On any scale of priorities, health would come high 
along with education. Even from the viewpoint of the costs to the budget in 
increased deficits (and the administration has been the party of the balanced 
budget) of tax reduction against additional spending, the policy is wrong. 

But from the long-run viewpoint added spending for medicine is even more 
important. The No. 1 economic problem is how are we to prevent our economic 
machine, highly productive, built by the best technical minds anywhere, from 
developing into a Frankenstein which pours out the goods in vast quantities 
without purchasers to buy them. Tax relief to consumers is one way out, but 
only a partial one. Even public investment has its limitations, though the 
administration has estimated annual needs at $20.4 billion with less than $10 
billion being spent. 

Medicine and education are the most fertile absorbers of our potential employ- 
ment and output of goods and services, and especially so since they do not provide 
assembly-line methods of production. Unless we stimulate greater consumption 
of these services or unless we depend, as we unfortunately have had to in recent 
years, on military spending, or increased leisure, the possibilities of the unem- 
ployment are great. It is well to remember that the maintenance of the 1953 
record level of output means 14 million unemployed in 1960. It is also well to 
remember that we are wasting $20 million to $30 billion of resources this year 
that we might have had. Is it not, therefore, foolish not to have had an adequate 
military program and more spending for schools, medicine, and roads? What are 
the administration plans in medicine in view of a contemplated cut of military 
outlays from $52 billion to $42 billion by 1956? Is the giveaway in the eut in 
medical spending and in 8S. 3114? Can we not, then, afford, say, $500 million to 
$1,000 million additional for medicine by 1956, or a rise of a few hundred million 
dollars annually, instead of a decline? 


IV. IS REINSURANCE THE ANSWER? 


I now turn to the administration’s bill. First, I point out that the Ives- 
Flanders bill (S. 1153), which is consistent with many of the recommendations 
of the Magnuson committee, is a much more adequate bill than the adminis- 
tration bill (S. 3114). Even the preambles are significant: S. 1153, “To facili- 
tate the broader distribution of health services, to increase the quantity and 
improve the quality of health services and facilities, and for other purposes.” 
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This bill actually proposes grants-in-aid which would make possible the financing 
of comprehensive health programs and particularly in their initial stage, and 
what is more, deals with the problem of increased physical facilities and per- 
sonnel, It is a waste to pour more money into medicine unless this program 
is matched by a program for increasing facilities and personnel. The great 
inflation in the medical segment of the economy, and particularly in hospital 
costs, reflects in no small part a rise of demand emanating from improved 
organization of medicine and higher incomes without a corresponding expan- 
sion of medical resources. 

Unfortunately, S. 3114 scarcely touches on these vital problems. The Ives- 
Flanders proposals apparently were not acceptable to the budgetary and Treas- 
ury officials, who seem to be responsible not only for finance but excessively so 
for our military and welfare programs. 

Even the Wolverton reinsurance bill (H. R. 6949) goes beyond the adminis 
tration bill. It does not go far enough, but too far for the American Medical 
Association. The declaration of policy is worth repeating. 

“That it is hereby declared to be the national policy to attempt to improve 
the health of all our people by facilitating a wider distribution of hospital, 
medical, and other health services through reinsurance of benefits furnished by 
local nonprofit voluntary health service associations; to attempt to ease the 
economic burden on stricken individuals and their families by providing them 
with added safeguards against financial disaster resulting from serious illness 
and accidents ; and to accomplish such objectives in cooperation with the health 
professions involved, without interfering with the mutually beneficial relation- 
ship which results when the patient is permitted to make a free choice of his 
doctor and hospital and without impairing the strength inherent in any plan 
based on individual initiative, voluntary action, and local administration.” 

The major contribution of S. 3114 is a reinsurance program which might 
encourage prepayment plans to experiment with additional benefits and increase 
coverage. 

But above all, what can be accomplished by the introduction of a modest 
reinsurance fund. Only to a very limited degree do prepayment plans exclude 
larger benefits because of the risks involved. In fact, many of them extend 
their benefits upon a payment of an additional fee. Costs, not risks, are the 
major deterrents, Prepayment plans have had enough experience now so that 
they can estimate reasonably well the number of days of hospital care, the 
number and kinds of surgery required, the expense per insured, etc. The parallel 
is not with the insurance of mortgages or of banks when a general business 
contraction may require large liquidations and hence when reinsurance or 
guaranties are very helpful. I am afraid the reinsurance program, though it 
might encourage a somewhat greater extension of benefits and though it may 
to some extent cut inflated charges to protect against uncertain use of resources, 
does not touch the fundamental problem, which is not reinsurance but the inabil- 
ity of a large part of the population to pay for comprehensive insurance and the 
unwillingness of the medical societies to offer it. It is nonsense to assume that 
vital programs cost nothing. 


Vv. THE FINANCING OF COMPREHENSIVE INSURANCE THROUGH GRANTS-IN-AID 


We need, then, something beyond prepayment voluntary insurance as consti 
tuted today, for this covers but 15 percent of all private outlays on medicine and 
is greatly restricted in coverage, services, and people and is most uneven in 
coverage of rich and poor, of young and old, of urban and rural localities, and 
besides is fairly costly in administration. 

Then what can be done? The answer is an extension of comprehensive pre- 
payment insurance, covering virtually all medical costs. A simple way out would 
be a deduction of taxes payable (not income subject to taxation) for subscrip- 
tions to a prepayment comprehensive program. Unfortunately, there are diffi- 
culties here. First the treatment of those not subject to income tax. (In 1950 
there were only 38.1 million out of 53 million who sent tax returns subject to 
tax.) Obviously, these 15 million households which include nonmembers of the 
labor market, inclusive of many old, unemployed, sick, and disabled, would have 
to be subsidized directly. Undoubtedly, there are several million others that 
do not fill out a tax return. 

This is not the only weakness of this proposal. It would not be easy to set 
standards of insurance to be favored by tax deductions, not to assure enforce- 
ment. Perhaps the greatest criticism is that the effect of introducing a bill 
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ilong these lines (i. e., tax allowances for those joining a comprehensive insur- 
ance program at least for those with an income of less than X dollars) would be 
tremendous pressure of well-organized medical societies and administrators of 
prepayment plans to allow deductions for limited prepayment plans. Then the 
effect would be to freeze the current unsatisfactory situation. 

For these reasons the best solution would probably be for the Federal Govern- 
ment to provide subsidies for premium payments for prepayment comprehensive 
insurance to be matched by State governments, the exact amounts to be fixed 
on a per capita basis, with ceilings per capita, with the proportion of the Federal 
Government contribution varying with income and medical needs but not exceed- 
ing three-quarters and not falling below one-quarter of the State contribution. 
This grant-in-aid approach has, of course, many precedents, the most notable 
recent one being the Hill-Burton Hospital Construction Act. 

Aven this program can advance only at a moderate pace, because there are 
today only a relatively few comprehensive-insurance plans with free entry. 
Hence, this plan would have to be implemented by vigorous Federal legislation 
which would provide large initial operating and construction subsidies, mort- 
vages at low rates of interest, loans for initial operation and construction to any 
group (labor, cooperatives, State or local government, employers, nonprofit organ- 
izations) which is prepared to launch a comprehensive insurance program. Hach 
proposal would have to meet the general standards of comprehensive insurance 
defined by Federal legislation (with provisions for temporary adjustments in 
coverage and timing to allow for inadequacies of personnel and facilities), 
and be approved by the State health authority. It would be hoped that in each 
State several comprehensive prepayment projects would be introduced at the 
outset. 

Subsidies to cover part of premium costs would not be a costly program. 
First, because in large part it is a substitute for other medical outlays, both 
public and private. Thus, at present the average household spends $225 per 
year on medicine. But outlays are badly distributed among persons, among 
services, and even in time. Second, because the exemption of medical outlays 
in excess of 5 (now proposed at 3) percent of ‘ncome reported for taxes could 
be revoked, with a saving of around $500 million for the Government. Much 
of this money is wasted by the Treasury, because allowances are made irrespec- 
tive of need. Third, because the greater recourse to comprehensive medicine, 
with its emphasis on early diagnosis and preventive medicine would prevent 
many chronic (and other illnesses) and also probably save billions from the 
huge cost of illness and disabilities. The result would not only be higher 
incomes but also larger tax revenues. 

Below we estimate roughly the costs of such a program, which we argue 
elsewhere would rise to a maximum only in a period of 10 years. We also 
assume that one-half to two-thirds of the government subsidy would fall upon 
the Federal Government. Since it is assumed that employers and trade unions 
would contribute part of the costs (in fact, this is one of the points to be made 
for a comprehensive plan), the maximum contribution of government for anyone 
insured is to be roughly three-quarters of the total cost. The proportion pro- 
vided by the government is to be reduced with incomes; but government will 
provide at least 15 percent of the costs for all members of prepayment compre- 
hensive schemes. For the purpose of this estimate, it is assumed that one-half 
of the insured will be subsidized by employers or trade unions to the extent of 
(average) one-half of the costs per insured, or a contribution of one-quarter in 
all. This means, of course, that the costs would be much less for those sub- 
sidized by employers than for others. Yet it would not be wise for government 
to pay more for those not thus subsidized, for the effect would be to discourage 
employer contribution. 

The costs may be estimated as follows: 


$150 by 40 million families__ said $6, 000, 000, 800 
$50 by 10 million unattached individuals 500, 000, 000 


Total nha dba ne . 6,500, 000, 000 


This total, note, is 4 to 5 times the present benefits from prepayment voluntary 
health insurance. 

The share to be paid by government would roughly be $2 billion, of which 
one-half to two-thirds would be paid by Federal Government. Employers and 
trade unions would contribute $1.6 billion and the insured the remainder, roughly 
$3 billion. 
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The proposed subsidies would be as follows: 

1. The actual costs would be somewhat less than here indicated, since income 
distribution is as of 1950 when incomes were lower than today. 

2. A subsidy of three-quarters by government in view of employer, etc., con 
tribution means, on the average, no contribution by the insured. 

3. A subsidy is given to all insured irrespective of income since it is thus 
hoped to encourage entry through this subsidy and employer participation. 


Costs to Government of grants-in-aid 


Number of 

favnilies and yo | @Overnment 
unattached . subsidy per 
individuals household 
(millions 


Government 
subsidy, Costs 
percent to | (millions 
cost 


$1,000 or less. 

$1,000 to $1,999 
$2,009 to $2,999 
$3,000 to $3,999 
$4,000 and over 


Total.._. 


1 150 for families; 50 for unattached individuals. 


Hence the gross cost to government would be about $2 million, to be shared by 
State and Federal Governments. As noted earlier, the net costs would be much 
less, for allowance should be made for the rise of income, tax savings by elimi- 
nating present medical deductions, savings on current outlays by government 
on medicine, higher taxes resulting from higher incomes, etc. The maximum 
charge (in, say, 10 years) might be 1,000 to 1,400 million dollars for Federal Gov- 
ernment (minus tax savings) and 600 to 1,000 million dollars for State and local 
governments. It is doubtful that these costs will exceed. the gains of tax 
revenues, associated with higher incomes. It is well to recall estimates of $40 
billion to $60 billion per year as the costs of illness and partial and total 
disability. Is it unreasonable to assume that the mass coverage of comprehen- 
sive insurance might cut the cost of these disabilities by 20 percent and hence 
raise income by $10 billion and tax receipts by $2.5 billion? 

It would be at least 10 years before there would be available adequate plans 
and facilities to provide comprehensive insurance for all. The annual rise of 
costs per year (to be divided by Federal and State Governments) would probably 
not be more than a few hundred million dollars, or about 2 percent of the average 
rise of national income per year. 

Under these proposals, the funds made available by Federal or State programs 
would provide the premia required of those not able to pay because they are not 
members of the labor market and those for other reasons not able to pay. Why 
not provide that these payments be financed out of benefits under unemployment 
insurance, public assistance, and old-age insurance? In this manner, the trouble 
some problem of the means test could largely be solved. 

Finally, I should add that there is nothing revolutionary in these proposals. 
They do not go beyond the recommendations of the Magnuson Commission, the 
Ives-Flanders bill (S. 1153), the proposals of the Commission on Financing Hos- 
pital Care (insofar as relevant), and fall far short of the proposals of the famous 
Committee on the Cost of Medical Care (appointed by President Hoover) and of 
the proposals of the Truman administration. 

These suggestions are not even contrary to the announced position of the 
AMA though we are reasonably sure they will be fought by the AMA (consider 
their fence-sitting before the Wolverton committee), and they will be vigorously 
fought by the well-organized local medical societies. But on these issues a fight 
with the medical societies could easily be won, and a refusal to fight would be a 
capitulation. The polls show a much greater enthusiasm for improved medical 
organization than is evident to the average citizen, the victim of the AMA propa- 
ganda. 

Let us not forget the great need for more personnel, hospital facilities, clinics 
(for comprehensive plans), nursing homes for treatment of chronic diseases, 
etc. Ives-Flander bill calls for subsidies to medical and nursing schools to cover 
deficits and stimulate a rise of enrollment. It is no use channeling more money 
into medicine without greater effective use of existing facilities and a rise of 
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resources. Failure to do so just means more inflation, not more medicine. 
Amendments to the Hill-Burton Act are required. After 5 years of operation, 

e increase in the number of beds has been little more than required to cover 
obsolescence and rise of population. The large deficit of beds is still with us. 

Some object to subsidies to individuals on the ground that this involves a 
means test. But note that a large part of the coverage might be made through 
the existing programs of unemployment insurance, old-age and survivors insur- 
ance and assistance. The Commission on Financing Hospital Care proposes 
this type of administration of financial aid. Perhaps a combination of grants-in- 
aid which might reduce the average cost of comprehensive insurance, and in- 
tegration of Federal-State insurance and assistance programs with comprehen- 
sive health insurance, and tax allowances for those not adequately provided for 
by the above might solve the problem. In the fear of a means test, which I be- 
lieve is greatly overdone, still prevails, then perhaps the solution should be ex- 
clusively direct subsidies to the plans. But there is must wastage here, since the 
subsidies would be available to all irrespective of need. 


VI. THE CASE FOR COMPREHENSIVE PREPAYMENT INSURANCE 


We are in agreement, then, that the first road to improvement is compre- 
hensive prepayment insurance. We only differ on the means chosen to stimu- 
ite the growth of comprehensive insurance and the rate of progress proposed. 

Comprehensive prepayment insurance is favored because it is comprehensive 

coverage of benefits and people; because it is a vehicle for inducing employers 
nd trade unions in their own interest to pay part of the cost; because it em- 
phasizes preventive medicine and encourages early diagnosis; because (related) 

excludes co-insurance (the insured pays part of the bill) ; because properly 
mplemented it makes available insurance for the low-income groups; because 
n stressing preventive medicine, it cuts the pressure on hospitals (according 
to one study cuts recourse to hospitals by one half) ; because it gives the buyer of 
the service as well as the seller some control over charges and services rendered ; 
ecause it relieves the physician of the concern over collecting bills and of the 
association of service and capacity to pay; because, as a result of centraliza- 

m of facilities and personnel, it cuts overhead and saves the patient much 
time and energy; because it is the economical, supermarket approach to medi- 
cine; because it provides protection for those now excluded who not only suffer 
thereby but, with the growth of prepayment plans, find themselves discriminated 
gainst. (Thus, whereas the charge for hospitalized illness varied from $271 
to $180 for insured groups, the charge for noninsured was $321; and from 1950 
to 1951, hospital rates rose generally by 11 percent but only 3 percent for group 
iospitalization.) It is significant that one effect of the expansion of group 
plans has been to increase the proportion of hospital facilties available to the 
edium- as against the low-income groups, e. g., the insured. Above all, the 
case for comprehensive insurance properly financed is a case for more medicine, 
better medicine, and distribution of medicine on the basis of need rather than 
ipacity to pay. Is it not time that medicine was put on the same basis as 
ducation ? 


VII. MORE MEDICAL FACILITIES AND PERSONNEL 


Comprehensive insurance is the first step toward an adequate organization 
d financing of health services. But it will not solve all our problems. The 
xperience of the British with health insurance and our own experience with 
oluntary insurance suggest the need of a great expansion of resources, personal 
ind nonpersonal. Greater use of hospital facilities as a result of increased 
numbers insured who could be hospitalized without large extra charges explains 
in part a rise of hospital rates of 135 percent from 1940 to 1950, or a percentage 
rise almost twice that of consumer prices. Greater demands on physicians, in 
part related to insurance, account in part for the rise in the income of physicians 
rom 1936 to 1951 of about 200 percent for all physicians and about 225 percent 
for nonsalaried physicians, a rise about equal to all earners but greatly exceed- 
ing most other professional groups. These figures point to inadequate numbers, 
not necessarily excessive rewards. It is an interesting fact that the number of 
physicians per 100,000 was 176 in 1850, 158 in 1900, and 135 in 1950. Despite 
the vast gains of income, the increased medical needs resulting from war, the 
gradual aging of the population, all of which put a greater burden on the medical 
profession, the number of physicians relative to population has tended to decline. 
[It is a striking fact that in 1950 there were less medical graduates than in 1905. 


46293—54—-pt. 3 23 
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The only offset against these higher needs is a better-trained product and in- 
creased mobility of physicians. But the increased complexities of medicine add 
further to the needs of personnel. Similar shortages are to be found among 
nurses, public health officials, ete. 

The only solution, aside from more efficient organization which comprehensive 
insurance may provide to some extent, is to turn out more physicians, nurses, 
ete. In view of the serious financial problems of institutions of higher learn- 
ing and the increased costs of training, there seems to be no solution short of 
Federal subsidies to medical schools. Such a program was well on its way 
when the AMA intervened, fearing that this might be the opening wedge towards 
national health insurance, and supporting restrictionist practices on old- 
fashioned trade union principles. The shortage of medical personnel is serious 
and will continue to be so as long as it costs $3,000 or more per year to train 
a doctor and tuition fees average about $600. Here the case for Federal grants 
and scholarships is very strong 

Similar problems pertain to the construction of hospitals. Not only is there 
a great need of hospitals, as the President recently noted, when he said that 
about 1 million beds were available as against requirements of 1.5 millions, but 
there is a great need for health centers, as the Magnuson committee noted last 
vear in its report to the President; and also of loans to comprehensive group 
plans for necessary equipment. 

According to the State hospital plans approved under the Hill-Burton Act for 
hospital construction, the number of existing and acceptable beds in 1952 was 
1,018,000 and the additional beds required 846,000 or more than 80 percent 
additional. The number of beds and increased requirements were as follows: 


Number of 

Percent beds per 
additional | 1,000 popula- 
tion required 


Thousands 


997 


Mental ; res aah 331 
'T aberculosis -__ - - - adie i ‘ al 31 
Chronic.....-- one . 237 


12.5 times average annual death from tuberculosis in State over 5-year period, 1940-44, 


We call your attention especially to the shortage of beds for the chronic dis- 
eases, a rise of 6 times current capacity is needed. With the increased aging 
of the population this becomes a more important problem with time. It is possi- 
ble that comprehensive insurance would cut down the incidence of chronic dis- 
eases but all things considered, the toll is likely to increase. When hospitaliza- 
tion is required for long periods of time, then dependence must be partly on Gov 
ernment aid either through reinsurance of prepayment plans or utilization of 
Government hospitals. The Magnuson committee also pointed out that much 
might be accé mplished through provision of minimum help at home by the use 
of improved organization. 

In the twenties, more than half of the new hospital construction was private ; 
but in the thirties more than two-thirds were public and in the forties more 
than three-fifths. But $599 million, or 24, 35, and 31 percent of non-Federal 
construction was under the Hill-Burton Act in 1949, 1950 and 1951, the result 
being that by 1951, private construction was once more 45 percent of the total 
Yet even by September 30, 1952, projects accounting only for 90,645 beds had 
been approved (against a deficiency of 800,000). Unfortunately, the beds thus 
provided for mental patients were but 11 percent of the total against a 40 per- 
cent deficit relative to the total deficiency, and 3 percent of the additional beds 
needed: and but 3 percent of the new beds for chronic diseases against a 10 
percent of total deficiency (and but 1 percent of the additional beds needed). 
Clearly special treatment is needed for interesting communities in building hos 
pitals for chronic diseases and mental illness. The provisions of the Hill-Burton 
bill are not adequate. 

Mr. Harris. I will not object at all if you interrupt at any time. 
I think you will disagree with some of the things I say. 

Senator Purrer.. If we did not have disagreements as to some of 


the pending legislation we would have very little need for hearings, 
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and I do not think we would get very far in legislation if we did not 
have disagreement. 

Mr. Harris. First I want to say I disagree with Senate 1134, name- 

', what we want is an expansion of comprehensive prepayment medi- 
cal insurance. I think we have to have an incentive to make this go, 
particularly since there is so much opposition to comprehensive in- 
surance on the part of the local medical societies. 

I have come forward to suggest the place of this particular program 

n the whole economy. 

I noticed that the CIO group made a point of the fact that the 
Ives-F landers bill had been repudiated—perhaps repudiated may not 
be the exact word, but at least it was decided not to go ahead with it 
at the present time. Also I gather from what I read in 1 the new spapers, 
and so forth, that this is partly a problem of finance. 

I would like to point out to you, Senator, that this is a great mistake 
in terms of the overall picture, in thinking of medical expenditures 
as one important source of public outlay. If you look at the whole 
Republican or administration aoe as we have it up to date, what 
you have is an increase or reduction of taxes that I estimate at $13 
billion—$13 billion at the present time. It is a strange thing that if 
the economy needs a lift, and if the way of giving a lift is tax reduc- 
tion, why the administration has not thought of the possibility of 
civing the economy a lift through some more spending as well as tax 
reduction. 

Why should it be true when you start with a particular situation 
where perhaps the total amount of taxes and expenditures are in 
some kind of equilibrium, you suddenly decide to change that situa- 
tion by cutting taxes by $13 billion and concentr ating ‘this cut very 
largely on the high-income groups, and make no provision for an 
increase in public ‘investment or consumption spending sponsored by 
the Government. 

Senator Purrett. Of course, you are tying this up with your 
discussion of health bills, which are the only matters we are here to 
consider. 

Mr. Harris. That is exactly, Senator, what I am trying to do. 

Senator Purreiy. All right. 

Mr. Harris. What I am trying to say is, what we need is an increase 
in consumption expenditures sponsored or guaranteed by the Govern- 
ment. I know no greater claimants for this kind of spending than 
health and education. Therefore, in view of this situation, and in 
view of the fact that our economy will survive only insofar as we 
can find ways of spending the tremendous income that our Franken- 
stein machine turns out—in view of that situation I think it is very 
imports ant—— 

Senator Purrett. Pardon me. What is the Frankenstein machine 
you are talking about? 

Mr. Harris. I am talking about a machine that is particularly 
effective with tremendous possibilities of production, well managed 
and controlled—the greatest machine in the world, but a machine 
that will turn out to be a Frankenstein unless 

Senator Purrett. You do not think it is a Frankenstein now, but 
it might develop to be one? 

Mr. Harrts. It might develop that way if we don’t find ways of 
buying the goods this machine can turn out. 
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Senator Purrett. What are you speaking of? Our system of 

ociety, or what? 

Mr. Harris. I am talking about the total output of goods under 
our economy. You know as well as I do, Senator, if we produce the 
total amount of goods in 1960 that we produced in 1953, our best single 
year, we wil! have 14 million people unemployed. 

Senator Purre... I want to get something straight for the record. 
Do I understand you are here speaking for and on behalf of and 
authorized to speak for the Americans for Democratic Action ? 

Mr. Harris. Exactly, Senator. 

Senator Purre.t. Thank ro 

Mr. Harris. And I want to say, Senator, what I am trying to say 
is you do not know what the eran of the Ives-Flanders bill 
would have been, but wouldn’t you agree, if you have $13 billion 
to dispose of, and since we have a problem of a deficiency of demand 
dhich has been certainly recognized by the administration and the 
President’s Council, that one way of dealing with this problem is 
to spend a little more money on medicine? What I suggest in my 
paper is not that we spend $1 billion more, because I am, as you are, 
aware of the great demands on the Govenrment. But what I am 
suggesting is that you have a 10-year program which might after 10 
years involve the Government in something like $1 billion worth of 
spending. I hoped you would agree with that position. 

Therefore, what I am trying to say is, a program of reinsurance 
which involves the Government in an advance of $25 million is no 
solution, although it is a step in the right direction, but a very small 
tep. It is no solution to solving a $10 billion problem, and I think 
you will agree with this, Senator. 

I am sure the reason for this is an excessive fear of spending a small 
amount of money. What I suggest is that we increase our spe ii 
over a period of about 10 years perh: ape $100 million additional a ye 
on an accumulative basis, so that at the end of 10 years, when we hay ave 
provided the facilities for comprehensive health insurance, we will 
have the financial means of financing that kind of a program. 

Senator Purreti.. Do I get your recommendations right, that we 
spend about $100 million a year. Is that right? 

Mr. Harris. No. What I am saying is, Senator—no. As a matter 
of fact, for health we spent in ne fiseal year 1955 according to the 
President’s estimate $281 million a vear, which is about 12 percent less 
than 1953. But what T am saying oi my suggestion for implement 
ing your proposal to give the country a good, comprehensive health 
program, is that we finance this program in such a way as the facili- 
ties become available gradually we will be able to finance this program. 

What this involves in a general way is total expenditures by all 
Government of about $2 billion a vear at the end of 10 years, and 
the remainder would be paid roughly $114 billion by employers and 
billion by the insured. This seems to me to be a program which 

happy compromise, for example, between national health insur- 
ance and the proposals of Senate bill 3114. 

I am trying to be constructive here and I am not in any sense merely 
damning the administration’s program, I point out that is inadequate 
and based on fear—I realize the great fear of public spending. I real- 
ize that national health insurance, which I myself have supported 
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before this committee a number of years ago and which ADA con- 
tinues to support—and here I don’t agree with the CIO, if I may 
dare disagree with such a brilliant presentation. 

Senator Purreti. You don’t feel you have got to dare to disagree 
with them? Don’t you feel you can just disagr ee with them? 

Mr. Harrts. I disagree with them many times. Being a Con- 
necticut Senator you may know I was chairman of the New England 
Conference on Textiles. 

Senator Purreiy. I did not know that. 

Mr. Harrts. I got in a lot of trouble with unions because I made a 
lot of suggestions about proper wage policy and workload. I am not 
afraid of the CIO or anybody else. I like to put my neck out and 
say what I think is a aa way out, and which would not put 
a great burden on the Federal Government’s financial position, and 
yet help to solve this problem. 

I say about national health insurance that there is a lot to be said 
for it. I wouldn’t try to tell you all the things that could be said 
for it. Perhaps the most important thing is it is a scheme of financ- 
ing where you can adjust your burden according to income and give 
the poor a larger proportion of the medical resources that are 
available. 

The trouble with national health insurance is the American Medical 
Association has done a wonderful job on it. I think as the CIO peo- 
ple suggested, thev have given it the name socialized medicine, which 
immediately makes people think of the Soviet system. 

Senator Purret.. I think some of them think of the English sys- 
tem, too. 

Mr. Harris. It is not the thing in mind here. 

Senator Purretn. But when they talk about socialized medicine 
they may think about that. 

Mr. Harris. But, Senator, I don’t know whether you are implying 
it is as bad as the newspapers make it out to be. 

Senator Purretn. No. I was not suggesting anything, except that 
all people don’t associate it with the Soviet system. 

Mr. Harris. I say that doctors, the vast majority, are against it 
now. Whether rightly or wrongly, the fact is that they are and I 
think it would be a great mistake to introduce it until they are happier 
about it. 

Senator Purtei.. Is it your hope they will ultimately feel happier 
about it? 

Mr. Harrts. I think my proposal is if we do a good job on compre- 
hensive-health insurance, possibly we may not have to have national 
health insurance. I think this will leave everybody happy. I don’t 
have any particular ideological approval of né itional health i insurance 
as such. What I am interested in is exactly what the committee is 
interested in—more medical service and better distribution. I think 
we are all in agreement on that. 

Senator Purreitt. Do you not think all of the people who come 
here testifying, are testifying for that? We have different ideas, but 
we recognize the need and are trying to find a solution. 

Mr. Harris. That is why I barge into what may seem to you an 
irrelevant subject, because T am sure it is not between the committee 
and the administration and myself. It is that the committee and 
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the administration in general have taken this position which involves 
a loan of $25 million to provide this program. They have taken the 
position in part because I think I disagree with the administration 
on how important it is to keep this particular kind of expenditure 
down. 

I could show you in a minute we are losing about $30 billion a year 
this year because of inadequate spending. Isn't it silly to you to lose 

$30 billion a year when we might be able to spend another $100 million 
or $200 million 2 

Senator Purretit. You are speaking now about the reinsurance 
bill ? 

Mr. Harris. Yes. What I am saying now is, if you spend money 
on this kind of a program just the same as you spend more money 
on the military—which I think is very important—insofar as you do 
this you do not waste resources. 

Senator Purren.. If you object to the sum in the reinsurance bill 
would you say it would be a better bill if it called for $1 billion instead 
of $25 million for reinsurance? 

Mr. Harris. As a matter of fact, Senator, I wouldn’t go that far. 
What I would say would be that I think it would be a mistake to spend 
$1 billion for this program this year. 

Senator Purrert. You think $25 million is inadequate, or what? 

Mr. Harris. Yes; I think $25 million is adequate. 

Senator Purretn. What sum do you think is adequate and could be 
used ? 

Mr. Harris. In my own paper what I suggested—why, I said $1 
billion would be excessive, or $2 billion right now—is for the following 
reason: We do not have the facilities for a good, com rehensive 
health-insurance program, because there are very few of these plans 
that have free entry, and very few in any case because we only cover 
2 or 3 percent of our population. It would be very silly to give 2 or 3 
billion dollars in a subsidy for this program if you do not have the 
facilities. 

Senator Purreti. You agree right now that with the facilities 
available and the personnel available we could not go into the national 
health program that you feel we should go into right now? 

Mr. Harris. That is right, and that is why I suggest we go into a 
10-year program and enable the various labor people, or cooperatives, 
or anybody else who wants to start a nonprofit comprehensive health 
program without supervision of the State government, that this kind 
of outfit should have available enough cash and loans, and that sort 
of thing, to start these programs; and as they gradually materialize 
then the Government would come along and gradually provide the 
necessary subsidies. 

My program for action now does not go beyond the Ives-Flanders 
program. I think that program, although it has some weaknesses, is 
on the whole a very good program, and I wish the administration had 
shown more enthusiasm for it. 

My own guess, for whatever it is worth, is that there was this great 
fear of financial burden of the program, which accounts for the dis- 
favor that it met. 

Just a few more things, Senator, and I will be through. I think if 
you will look at my paper the major suggestion—of course, there are 
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two ways of handling this problem, as I see it. What I suggest, for 
example, is the comprehensive health-insurance program for the whole 
country. 

Senator Purrett. What page are you talking about? 

Mr. Harris. Page 8. I have a small table there. This is based on 
the general cost of comprehensive health insurance. Here you would 
find if we provided $150, which is about a minimum estimate for the 
cost for a family, of real comprehensive health insurance, that this 
would involve the expenditure of $6 billion. Then for individuals 
the total amount would be about $500 million. So you would have a 
total of $614 billion, which is roughly about 4 to 5 times what is 
covered under the present prepayment voluntary insurance. 

The question is, how do you finance that? We all know there are 
certain people who can’t afford to pay $150 a year for comprehensive 
health insurance. If you look at the next table, Senator, on page 9, 
you will see that here is an estimate of what this program would cost. 
' Senator Purret.. Let me get this, because you are going pretty fast 
here and I have not had a chance to digest it. What you want is the 
employers and trade unions to contribute $1,600 million ? 

Mr. Harris. Exactly. My assumption is that the employers or 
trade unions would contribute one-half, and between them they might 
cover about half of the working population. That is about as good 
a cuess as I would make. 

Senator Purreti. And the insured would contribute the remaining 
$3 billion ? 

Mr. Harris. That is right. Within 10 years, which would involve 
Government in spending about 2 percent of the increase in national 
income each year for this particular purpose on the average. It would 
be spending about $2 billion, and this would involve the Federal Gov- 
ernment spending anywhere between one-half and two-thirds of this 
amount of $2 billion after 10 years. Of course, in 10 years if we 
manage our economy well we will have a national income of much 
more, 

Senator Purtetn. Do you think it would be good management if we 
added an additional $6 billion to it? I was wondering what you meant 
by managing it efficiently and well, I am not being funny about it. 

Mr. Harris. What I meant was having a high level of employment 
and not having serious unemployment. If, for example, our military 
expenditures should disappear and if the Russians became reasonable, 
this would raise a lot of problems as to whether we could buy all of the 
goods turned out by the economy, and this is one very effective way 
of spending the money, especially because medicine does not run on the 
assembly line method, and therefore does not use an awful lot of labor. 

May I go on to the table on page 9? 

Senator Purreiy. Yes, sir. 

Mr. Harrts. This speaks in terms of economic capacity as to how 
much this kind of program ultimately would cost. The top figure, 
which is a misprint, should have been 77. But the point is 

Senator Purrery. Wait a minute. What do you mean, 77? 

Mr. Harris. The first row on the top—71 should be 77 in the first 
row. 

Senator Purrety. In the income level? 
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Mr. Harris. The Government subsidy percent to cost. On page 9. 

Senator Purret.. Instead of 71. 

Mr. Harris. It should be 77. What this really suggests, you see, 
is if it is assumed on the average the employer or tr: ade union wouk | 
pay one-quarter of the bill, or one-half of any individual covered, 
then if you assume three-quarters of the payment is made by the 
Government, the individual would have to pay nothing. This is true 
of individuals with incomes of $1,000 or less. And down the seale 
everybody would be entitled to at least 15 percent of the total cost 
of it. This would be an incentive to join. 

Senator Purre.yi. These are arbitrary figures? 

Mr. Harris. Yes, but they based in part on capacity to pay. They 
go down from 77 percent to 15 percent. 

Senator Purrett. When you get down to $4,000 and over, have you 
another figure there where you could eliminate the 16 percent ? 

Mr. Harris. You could do that, of course. I am not sure we want 
to. After all, we still allow tax exemption to a millionaire if he has a 
child. 

Senator Purretn. You feel we ought to carry that right out? 

Mr. Harris. I think there is a lot to be said for it. 

Senator Purreti. You subscribe to that principle? 

Mr. Harris. I subscribe to that principle. I think there is a lot to 
be said for it. There are a great many people who consider themselves 
liberals, as I do, who might object to it, but I don’t. 

Senator Purre.ii. Let me get it right. I am not trying to confuse 
you, but get my thinking straight. 

Mr. Harris. No. Senator, I like the w ay you handle this meeting. 

Senator Purrent. You believe there should be some Government 
subsidy regardless of income, as far as health goes? 

Mr. Harrts. I think one might say this is a waste. Why give this 
15 percent to people with a million-dollar income. I would not fight 
for this seriously. 

Senator Purret.. We are talking about a principle. You subscribe 
to the principle that we should get into subsidies even if the man does 
not need it? 

Mr. Harrts. We do that in a sense in our income tax today. 

Senator Purretn. But I am talking about this particular proposal 
of yours. 

Mr. Harris. Senator, this is what the British do. They give this 
subsidy irrespective of income. 

Senator Purrei.. Do you think we should follow the British idea 
not only in health, but in our whole economy ? 

Mr. Harris. I will not fall for that one. 

Senator Purreiy. I am not asking it to try to trick you. 

Mr. Harris. No, Senator. There are an awful lot of things I don’t 
like about the British economy, and a lot I do. I think the British 
health program is a good one. Their medical association approves of 
it. That suggests their doctors see it entirely differently than our 
doctors do. They don’t like some of the terms, but if you talk to the 
average britisher or British doctor he says the program is good. But 
that does not mean I would take many other things. For example, I 
don’t see any need for nationalization of industry at this time in this 
country. 
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Senator Purrett. You think it might be something to shoot for? 

Mr. Harris. No, Senator. 1 would not accept that either. 

Senator Purre.i. I don’t know what you meant. I am trying to 
find out. You make these statements and I want to find out. 

Mr. Harris. You asked me if I approved of the British economy. 
(here are a lot of things I approve of in the British economy. 

Senator Purre.i. 1 am sorry. I do not want to be misunderstood. 
[ got the impression you brought in the British economy. 1 did not. 

asked you if you believed, since you apparently follow it—and I 
want to get the philosophy behind your thinking—if you believed 
Government should subsidize those who are completely able to pay 
these health bills. Is that correct? 

Mr. Harris. Let me say I would not insist upon it, but certainly I 
see no objection to it. This would interest a great many people. If 
you want to cut off the line at say $1 million, that is all right with me. 
Congressman Curtis raised exactly the same issue on old-age insurance, 
and said why subsidize people with $1 million? If this will kill the 
old-age insurance, let’s not subsidize people with $1 million. 

Senator Purretu. As a principle you subscribe to it? 

Mr. Harris. It is the idea of making everybody feel they are get- 
ting something out of the bill, and th: ut you are not only giving it to 
a limited number of people. But if you add up the total cost of the 
program it comes to roughly $2 billion after 10 years. Ten years is a 
rough guess because as you know better than I do, there is a great 
shorts age of hospitals, and a great shortage of doctors, and a great 
shortage of dentists. Your program and bill 3114 does not deal with 
this problem of the shortage of doctors. This is the most serious 
bottleneck of all. There is no use in having a more comprehensive 
health insurance program and having the same number of doctors, 
because all you do is increase the income of the doctors who now get 
an average of $13,000 a year, which is 3 times as much as the average 
college professor, and without very much more training. So that 
although doctors probably earn everything they get, 1 would not like 
to see their incomes go up to $25,000 a year because we introduce a 
comprehensive health insurance program. 

Senator Purret.. Do you fee! there should be a limit on their 
income ? 

Mr. Harris. No,sir. I don’t feel there should be a limit. I think 
we have a very heavy system of taxation which pretty well deals with 
the problem of excessive income. As a matter of fact, I don’t think 
taxes are too heavy. It may seem heretical to you, but if you look at 
our national income in the last 20 years I think it is evidence that our 
heavy rate of taxation has not had a serious effect. So I would not 
say a man should not earn more than $25,000. I would like to see 
people earn $1 million and be taxed quite heavily. It is something to 
shoot at. But I would not like to see too many of them, particularly 
if it is a result of not giving the lower income a suffic ient amount. 

Senator Purrety. Then you do not have any objection to doctors 
earning more than $13,000? 

Mr. Harris. No. Some of my best friends are doctors who earn 
$25,000. I say it isa great mistake to double that income by intro- 
dui ing a health-insurance program which puts a great deal of burden 
on the facilities available and perhaps will gre: atly increase the cost of 
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hospital services, which up to 1950 had increased twice as much as 
the cost of living. 

In other words, if you are going to have a comprehensive program 
you have to deal with the problem of resources, both personal and 
nonpersonal, and I think the Ives-Flanders bill, which deals with these 
two problems, especially the personal problem—because as you know, 
Senator, it costs more than $3,000 to put a medical student through the 
medical school in a year, and he pays on the average of $500, and the 
medical schools cannot handle this problem. We “would have had a 
medical school subsidy if it had not been for the AMA. I think it 
is generally well known, and that is the trouble, because it makes it 
more difficult to get all of these programs through. 

I want to make one more specific criticism of your program, if | 
may, Senator. I am being frank, and I hope } you don’t mind. The 
whole idea of reinsurance—and I think the CIO in a sense made this 
point, but I make it in a different way—the whole idea of reinsurance 
is in a sense that it tends to confuse the issue. For example, we do 
have reinsurance in banking, in the guaranty of bank deposits. We 
have reinsurance of housing. But I think the analogy is a bad one, 
because reinsurance in banking is important, as it is in housing, 
because there is always danger of a depression, where you might have a 
withdrawal of money or defaults on mortgages, and where your pro- 
gram is very helpful. But where does it enter into this particular 
program? ‘You do not have that kind of problem in the reinsurance 
of medicine. 

What this program really intends to do is to encourage prepayment 
plans that take some additional risks and perhaps extend their cover- 
age, and soon. This may do a lot of good, but it does not provide 
the kind of protection, and it does not occupy the important place 
that reinsurance does in housing and on the guarantee of bank 
deposits. 

What is needed, as the CIO said, are really subsidies, This is the 
problem, that a large part of the population can’t afford comprehen- 
sive health insurance. This idea of reinsurance, which I would not 
say is a complete waste, does some good, but only a very limited 
amount compared to the kind of problems that are involved. 

Now, Senator, I will take 2 minutes to summarize my position and 
then I am through. I want to point out one of the serious problems 
is the problem of hospital facilities. For example, despite this won- 
derful Hill-Burton program which I am sorry to say in the last few 
years has been cut to some extent—despite this program we have 
just about as many, or as large a shortage of hospital beds today as we 
did when we started, because of the large i increase in obsolescence of 
facilities, and because of the increase in population, particularly in 
population which puts such a strain on these facilities. 

I want to point out that the greatest deficiencies are in mental hos- 
pitals, where the deficiency, relatively speaking, was about 40 percent. 
They should have had 40 percent of the new beds provided under this 
bill, and only got actually 11 percent. In the last 7 years they have 
increased the number of beds by only 3 percent. You will recall 
they should have had 10 percent and only got 3 of the new beds. It 
increased 1 percent. 
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I might say the Administration is doing some work in providing 
these facilities, and it is all to the good. I wish they would do a 
little more. 

In conclusion, I suggest we use a program of subsidies through 
State governments for comprehensive 

Senator Purrett. Pardon me. I think we ought to make it clear. 
You speak of your conclusions. 

Mr. Harris. These are the conclusions of the ADA and myself, 
arrived at jointly. 

Senator Purretn. And they are for the record. The conclusions 
of the ADA and your own, which happen to concur with them. 

Mr. Harris. We talked these matters over and this is a joint recom- 
mendation. If you would like I would be very glad to ask the ADA 
to put in any reservation it may choose. 

Senator Purretit. No. You see, you are here giving this testimony, 
and I would like to make sure as to just whom you are representing. 
You are free to come in here and represent your own self. 

Mr. Harris. No. If you had invited me I would have been glad 
to, but you didn’t and the House committee did not. I suppose the 
reason for that is I am writing a book on health insurance and no 
one knows anything about it or I would have been invited to the com- 
mittee before. But I am delighted to talk for the ADA because my 
views, as on many others, are in agreement with the ADA policy. 

Senator Purrett. You said you are writing a book and no one 
knows about it. I did not know you were writing it. 

Mr. Harris. As a matter of fact, Senator, I was an expert before the 
Magnuson committee and I have written articles on this subject, and 
gave papers before the American Medical Association. So I feel as 
an economist, and one who has been active in the field, most modestly, 
[ am one of the people who knows something about this problem. 

Senator Purrety. You have certainly given a great deal of time to it. 

Mr. Harris. I accept the correction. 

Senator Purret.. I did not mean it as a correction. I am serious 
about this, Mr. Harris. Certainly it is quite evident as to your intense 
interest in this problem, and I am not trying to belittle that at all. 
Your testimony indicates you have given a great deal of study to it. 
[ do not want you to misunderstand my remarks at all. 

Mr. Harris. Senator, I think you conduct these investigations with 
complete fairness, from what I have seen today. It makes me think 
back to the days when Senator Donnell was on this committee, and he 
was not quite as nice as you have been here. 

Senator Purrein. We are servants of the people. We are here to 
help solve these problems, and we need the help of everybody with 
different views to determine where the answers are. 

Mr. Harris. I do not make it a partisan issue at all. I think there 
are some differences which might suggest I am closer to the Democrats 
than the Republicans, but all our interest is to improve medical care 
service and not to make it a partisan issue. 

The major point I really make is we ought to make a real effort to 
provide enough incentives in this program and not give subsidies too 
fast until we have facilities. If we can get a good, comprehensive 
insurance program such as recommended by the Magnuson Commis- 
sion, this may ward off national health insurance. This does not please 
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me particularly, but there are an awful lot of people who are opposed 
to national health insurance. ADA wants adequate health for all our 
citizens—if Ives-Flanders would give it then we want Ives-Flanders. 

Senator Purreti. Do you not think you hit something there when 
you said you, of course, believe in subsidies, but there are people who 
hold different views, but you said do not give subsidies until we have 
the facilities. 

Mr. Harris. That is right. 

Senator Purrett. And I assume you meant also personnel. 

Mr. Harris. That’s right. 

Senator Purre.y. To see these services are used. 

Mr. Harris. Yes. 

Senator Purre.i. You agree, and your testimony indicates it, that 
if we had all of the money we wanted, and all of the money you spoke 
of, for instance, $100 billion or more available, the facts of the matter 
are that we must have the facilities and personnel to put any plan into 
operation and to get greater coverage. There are different views as 
to how that can be done, but obviously we are all for doing that and 
trying to find out how to expand those facilities. 

There is a question as to the type of the facilities and a question as 
to the amount to be spent on certain types of facilities, as opposed to 
others. But if you followed this testimony at all in these hearings, 
I am sure you will recognize that is what we are trying to do. There 
is a question as to how fast it can be done, and the means employed 
to do it. 

We recognize we do not have all of the facilities we would like 
to have and we would like to expand them, and the personnel also. 

Mr. Harris. Lagree with that 100 percent. I think President Eisen- 
hower in his budget speech gave a pretty good summary of what 
should be done in a sort of general way. However, he failed to follow 
up with adequate proposals. The only difference between us is it is a 
question of the rate at which the facilities are provided. 

Senator Purrett., And the means by which they are provided. 

Mr. Harris. That is right. And I would be inclined to go more 
rapidly than you are doing. I think it is really disgraceful in a coun- 
tr y like this only 3 percent of the income goes to medicine. It is a bare 
question of spending. The question is how far the Government should 

go to correct it. 

My point is, if we do not get a good comprehensive health-insurance 
program, we will get real soci ialized medicine, which is Government 
medicine. 

You know, since the war that the proportion of expenditures by the 
Government on medicine has gone up 50 percent. I think it suggests 
if we had a better organization of private medicine including com- 
prehensive health insurance, the proportion of Government spending 
would decline. 

Senator Purretn. Of course, some of this increase has been due to 
the fact that our dollar was not worth what it was in 1939. 

Mr. Harris. But of course, we have more dollars, too, Senator. I 
do not think this isa relevant point. The point is our national income 
has gone up, let us say, since 1933, by about 6 or 7 times in dollars. 
Your income goes up and your expenditures go up. Why is it that 
the proportion of medical spending has not gone up, despite the fact 
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that every economist says it is the kind of spending that does go up 
when income goes up? Why is it? Poor organization and the fact 
that the cost of medicine has gone up more rapidly than other costs, 
particul: irly hospitals. I think we ought to try to do something to 

crease the total amount spent on medicine and get better distribution 
of the expenditures and cut down the cost of “medicine. It can be 
done partly by organization. 

I don’t think I have anything else to say, Senator. I appreciate 
very much your courtesy. I know I have said things that would make 
most Republican Senators unhappy, but I have said them many times 
before. 

Senator Purret.. I think we ought to make clear I don’t sit up 
here as a Republican Senator. I sit up here as a Senator of the 
United States Senate from the State of Connecticut, and not as a 
Republican Senator. I am sure my colleagues up here do not sit up 
here just as Democ ratic Senators. 

Mr. Harris. No, Senator, I must say I was a little annoyed today 
that some of my fr iends on your committee were not here this morn- 
ing, and I am going to tell them so, too. I do not know where 
they are. 

Senator Purretn. They are probably at other meetings, and I know 
you will find that it is true that they are probably at other meetings. 

Off the record. 

(Discussion off the record. ) 

Senator Purre... I thank you very much for being here. It is 
evidence of your intense interest in trying to solve the problem, and 
[ commend you for the time and thought you are giving to it. 

This hearing will stand in recess until 10 o’clock tomorrow mor ning. 

(Whereupon, at 11: 45 a. m., the hearing was adjourned until 10 a. m. 
the following day, Friday, April 23, 1954.) 








PRESIDENTS HEALTH RECOMMENDATIONS AND 
RELATED MEASURES 


FRIDAY, APRIL 23, 1954 


Unitep States Senate, 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
SUBCOMMITTEE ON Hearn, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in Room P-63 
of the Capitel, Senator William A. Purtell, chairman of the sub- 
committee, presiding 

Present: Senator Purtell (chairman of the subcommittee). 

Also present: Melvin W. Sneed and William G. Reidy, professional 
staff members. 

Senator Purreit.. The hearings will come to order. 

We are very pleased to have two of our colleagues here this morn- 
ing to testify. I know that both of you have urgent business else- 
where. Have you decided who should be first, and whether you will 
proceed on the basis of seniority, Senator Dirksen ? 

Senator Dmxsen. I defer to my good friend. 

Senator Purrett. You defer to your colleague from Connecticut, 
so we are pleased to have you, Senator Bush. 


STATEMENT OF HON. PRESCOTT BUSH, A UNITED STATES SENATOR 
FROM THE STATE OF CONNECTICUT 


Senator Busu. Thank you, and I thank my colleague for yielding 
tome. He dd it on the presumption that I would not be over 3 or 
| minutes, and I think that will be the case. 

Senator Purretn. I want to say to my distinguished colleague we 
will be happy to kave him testify for as long as he wishes. I know 
it will be very interesting and worthwhile. 

Senator Busu. 1 want to tell the Chairman I am very pleased to 
be here to testify in support of S. 3114 introduced by the distinguished 
chairman of your full committee, Senator H. Alexander Smith of 
New Jersey, and of which I am privileged also to be a cosponsor. 

This bill would encourage broader and better health insurance for 
more people, It offers real hope for helping American families meet 
the staggering costs of medical care. 

The burden imposed on American families by long sieges of illness 
has brought demands in some quarters for a national health insur- 
ance plan operated by the Federal Government. This would be a 
dangerous step toward “socialized medicine.” I am pleased that this 
administration has come forward with an alternative which demon- 
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strates its confidence in the free-enterprise system which has accom- 
plished so much in providing a better way of life for our citizens. 

Our State of Connecticut is often referred to as the insurance 
center of the United States, and justifiably so. You are all aware 
of the great progress that the insurance industry has made in provid- 
ing health insur: ance to the American people. In just 15 years the 
number of people in America having some type of hospitalization 
insurance has aeceial from 8 million to 92 million people—over 
1,100 percent. 

While much has been accomplished, better health insurance is 
needed for more people. This bill would provide the incentive for 
insurance companies, nonprofit and private, to tackle new areas of 
coverage and broader benefits. It is, it seems to me, a golden oppor- 
tunity for’the insurance industry to fill a national need. They can 
do it just as they and other industries have been meeting the needs 
of the people throughout our history. 

There are many features of this bill which should be attractive to 
the insurance industry. It is voluntary in every respect. No insur- 

:nce company would be compelled to reinsure a plan with the Federal 
Gens rmment. The reinsurance service itself would be established on 
a noncompetitive basis. If a nongovernmental reinsurance service 
existed on comparable terms with respect to a particular plan, the 
Federal Government would be prohibited by law from reinsuring that 
plan. The State insurance commissioners would still be the regula- 
tory body for insurance companies; the Federal Government would 
not have regulatory powers over the industry. 

In short, this bill to encourage better health insurance is built upon 
our traditional concepts of private enterprise and freedom from un- 
necessary Government interference. A solution to the problem of 
high cost of medical care is needed, and I strongly favor a course that 
encourages and builds upon our existing successful private insurance 
system. 

May I thank the chairman for his courtesy and consideration ? 

Senator Purrern. Thank you, Senator, for coming over here. I 
might say you were well within the bounds set by yourself in your 
discussion with Senator Dirksen. Thank you very much. 

Senator Busu. I thank you for that observation. 

Senator Purrern. Senator Dirksen, of course, we are also happy 
to have you here to help us in our deliberations and make your views 
known on this proposed legislation. 


STATEMENT OF HON. EVERETT McKINLEY DIRKSEN, A UNITED 
STATES SENATOR FROM ILLINOIS 


Senator Dirksen. Mr. Chairman, I assume that there is great truth 
in the observation that the city of Hartford in the Nutmeg State is, 
in truth and in fact, the insurance capital of the world. 

Senator Purreti. May I interrupt to say that we do not refer to 
it now as the Nutmeg State, but rather the State of Steady Habits. 

Senator Dimxsen. Oh, that is good. I can well understand, there- 
fore, the abiding interest that the two distinguished Senators from 
Connecticut have in the insurance features of Senate bill 3114, which 
is presently pending before this subcommittee. 
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I thought, Mr. Chairman, it might be well for me to get a few 
observations on record because this whole question of health insurance 
has been of very considerable interest to me for a long period of time. 

When the first health insurance bill was introduced in the Con- 
gress and I was at the other end of the Capitol, I recall being sum- 
moned to Chicago on invitation to address probably 1,500 or 2,000 
doctors and dentists. They had assigned as the subject on that 
occasion the pending health insurance bills, which were compulsory 
in nature. I did not go there as an advocate one way or another, 
but rather to explain what I thought the implications of this bill 
were. When it was all over we had something of a seminar and it 
was altogether a very vigorous session. But on that occasion—I 
forget whether I made these suggestions publicly or to a smaller 
group—I said, “Sooner or later something must be done in the field 
of health and the extension of more adequate health facilities to all 
people in the country, and I sincerely hope that it can be done within 
the frame of our free-enterprise system.” 

[ said, “If I were you, I think I would seriously consider a program 
something like this, which in my judgment might conceivably abort 
the interest that is growing in a so-called socialized health system 
in this country.” 

That word “abort” is lifted out of the terminology of the medical 
profession and seeks, of course, to pass to one side or get around the 
difficulty. 

I made this suggestion at the time. I said in the first place I think 
every physician might very well give 8 or 10 days of free time in 
the course of a year for service at a diagnostic center in a community, 
there not to train people but to examine them and determine what 
their maladies and ills were; then to send them off to the family doctor 
with a clinical record and a diagnostic record saying that this man 
is in need of an appendectomy, or this woman is in need of this kind 
of treatment, and to talk it over with the family doctor and to see 
what the cost would be. 

Then when the costs had been determined, to have the doctor 
ascertain insofar as possible how much the patient could pay out of 
2 week’s wages, or a month’s salary, and then to take notes running 
for, let us say, 18 months to 3 years, or whatever it might be. Then 
I said, all of you doctors and dentists might very well provide the 
capital, everybody subserbing an equal sum, to set up what for want 
of another name might be called a medical acceptance corporation. 
It. would be nothing more than an office in probably the largest city 
of the State, which would be sort of a rediscount office, because when 
the doctor had performed this operation, and these notes were signed, 
he would send in the notes to the medical acceptance corporation in 
which he was a stockholder. 

They might discount that 5 percent or 10 percent, or whatever it 
is, and send him his money. Out of whatever the discount is they 
would have enough for administrative expenses to run such an office 
and probably absorb whatever losses might be involved. 

I said that you have to set it up on this basis or some comparable 
basis so that health facilities and the availability of better medicine 
can extend into every corner. Well, nothing was done. So it was 
not very long until we were fully at grips with this whole question 
of compulsory health insurance. 

46293—54—pt. 3——24 
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Then, of course, came the experience in Britain. It has had some 
appeal in some sections of this country. It would certainly bother 
me, because I had long discussions about it with a British doctor who 
was here. I took a look at it when I was in England. It would 
involve for us a gigantic bureaucracy that would be as an incubus, 
IT think, on the Government and on all of the health facilities. The 
ultimate end, of course, would be that all doctors, if they so desired, 
would be enrolled as civil servants of the Government. All of the 
incentives would go out and the mistakes would be nicely buried in the 
eemeteries of the country. 

So this is a matter of very engrossing attention, and I am happy 
to note we are moving in a different direction, that is, in the growth 
of private plans, suc h as Blue Shield, Blue C ross, and group hospital- 
ization, with all of the plans that are either in being or are in con- 
templation, and that are adding constantly to their lists of subscribers 
and members. 

I fancy, without having seen a current figure, that this probably 
runs into the millions. Well, certainly the one great attribute about 
it is that it does not have the socialistic taint. It avoids a huge bu- 
reaucracy in the Government, and I think that this bill probably 
makes it possible for greater incentives and more pioneering in that 
field, and for other groups to venture into the field of health insurance 
without bringing the Government so directly into the picture by 
avoiding that terrible compulsive feature which, in my judgment, 
should make anybody shudder for the future of the medical profes- 
sion and the health services of the country. 

I think this reinsurance approach is quite a good approach. Cer- 
tainly it is not new, Mr. Chairman. Reinsurance is standard prac- 
tice in the whole insurance field and has been for a long time. When 
all is said and done, I presume we can say that the insurance of 
deposits in banks is in the nature of a reinsurance proposal, because 
you think of the banker as the first insurer under State and under 
Federal laws, and under the supervision of the Comptroller of the 
Currency. But when we came along with the Federal Deposit Insur- 
ance Corporation Act—and I was on the House Banking Committee 
when that was prepared years ago and helped to usher it into being— 
it is, after all, in the nature of a kind of reinsurance where your 
banker is really the first recipient of what the person deposits in the 
bank. But if through some fortuity or some willful misconduct it 
is lost, then the Federal Government comes in and insures up to a 
given amount. 

So we have already embraced that principle. We embraced it, I 
think, in the field of investments abroad. When the first Marshall 
plan proposal came along, I toyed for a long time with the idea of 
working out some kind of insurance proposal under which we could 

say to American industry, “Look. Is it agreeable with your stock- 
holders to invest abroad so as to help people ‘and get us out from under 
the burden of direct foreign aid? If it is, perhaps the Federal Gov- 
ernment can do something about it.” That is because there is always 
the danger of expropriation of your property first. Secondly, you 
have difficulty in getting your money or profits out of the country. 
Thirdly, if you set up a depreciation account, for instance, in France, 
it would have to be set up on your books over there in francs. 
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But if you need a repair part from Hartford, Conn., obviously the 
manufacturer of that part will not accept francs in payment. You 
must pay in dollars. The question is, Can you get your depreciation 
account out under the laws of the country and convert it into dollars 
so that you can get replacements and do all the necessary things to 
make it a good industrial operation ? 

It was out of those eusaltiions that finally this insurance proposal 
was born. I authored the amendment under which it was written into 
the act to provide for a premium that would be established by a Fed- 
eral agency, and in return for that premium the Federal Government 
would say, “Tf you are going to invest in a country and through ex- 
propriation you lose your capital, we will reimburse you for the loss 
of your ‘apital.” It is really a sort of reinsurance proposal. 

So what you have here is really something that is in good tradition 
in the whole insurance field. It says in effect. for an insurance pre- 
mium which shall be determined on the basis of experience, that there 
shall be insurance against loss to those that comply with certain re- 
quirements, and who venture into the private health field to give 
medical services to the people. 

Senator Purtretn. It would protect against excessive loss. 

Senator Dirksen. That’s right. 

Senator Purreii. Share the loss. 

Senator Dirksen. I think as far as I am familiar with the bill— 
and certainly I do not pretend to an expert knowledge of all its pro- 
visions—but I think the principle is sound. I think in the main its 
essential provisions are sound and can be worked out. 

One other thing we might add to this very informal discussion, 
Mr. Chairman, is this: There is a constant need for incentive to move 
into fields of risk and venture, and I think this would do it. Health- 
insurance groups operating on a private basis, if they knew there was 
reinsurance against a loss in case they moved into a field where there 
was either inadequate data or not enough of an experience factor to 
determine full well whether there would be loss or not, could with the 
incentive that is involved in this bill move into that field. 

Out of it I think will come greater and greater explorations in the 
whole field of medicine. 

I just add one thought in there which comes back to me constantly 
of our experience w ith penicillin. Here were two Oxford doctors, as 
I recall it, who first came up with this miracle drug. They did not 
know whether it had any usefulness. The trouble was it could not 
be manufactured in quantities. So when the incentive of war came 
on they were brought over and the fruits of their experiments were 
brought over, and they brought them to Peoria, Mr. Chairman. The 
reason why they brought them to Peoria was because we had set up 
there the Northern Department of the Department of Agriculture. 
It was established there because of the distilleries. Not because of 
what distilleries make, but, because the distilling process is a fermenta- 
tion process. So you have scientists and other constantly working 
there in the fermentation field. Penicillin came out of the fermenta- 
tion process. 

The question then was how to culture it in order to have it manu- 
factured in great quantities at the lowest. possible cost. When they 
came there they moved from a so-called test-tube culture to an open- 
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vat culture. As a result of some of the scientific contributions made 
there, penicillin came within the pocketbook purview of nearly every 
family in the land, and it must have saved countless lives not only 
on the battlefield, but in civilian life. It required some incentive and 
at least it required some insurance that money could be spent and 
they could go ahead and see what was at the end of the trail. 

In this particular case the results were tremendously fruitful and 
instructive. So I think here is a plan that will stimulate incentive 
to move in other fields. 

There is still so much to be learned today. Out of it I think will 
come either greater glory for the medical profession, and, Mr. Chair- 
man, it will be constantly keeping within their free framework, which 
in my judgment is so essential to the greatest results in the health field. 

I thank you for your patience. 

Senator Purret.. Senator, your discussion has been not only inter- 
esting and illuminating, but it will be most helpful to us. We thank 
you for coming over here. 

The next witness is Mr. Andrew J. Biemiller, member of the national 
legislative committee of the American Federation of Labor. Mr 
Biemiller. 

[I will say again, as I have said every moraing—and I think it is 
important for the witness to understand it, and I am sure you do 
because you have been here for many years—the absence of my col- 
leagues in no way indicates a lack of interest in your testimony, but 
they have so many other meetings to go to and so many other official 
duties to attend to, that unfortunately they cannot be in 2 or 3 places 
at the same time. However, I can assure you, as I can assure the other 


witnesses that have appeared or may appear, that your testimony will 
be given their very careful consideration when they get the report 
of this meeting. 


STATEMENT OF ANDREW J. BIEMILLER, MEMBER, NATIONAL 
LEGISLATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Bremitier. Thank you very much, Mr. Chairman. 

Mr. Chairman, my name is Andrew J. Biemiller, and I am a member 
of the national legislative committee of the American Federation of 
Labor. My office is located at the AFL Building, 901 Massachusetts 
Avenue NW., Washington, D. C. 

I deeply appreciate this opportunity to present to your subcom- 
mittee the views of the American Federation of Labor on the several 
health measures you now have before you for consideration which 
deal with issues vital to the welfare of the workers of America. 

First I should like to present to this committee a summary of the 
major needs in the health field as they appear to an organization which 
represents a large number of people who are recipients of medical care 
and service. These needs fall into two general groups. 

The first group deals with the needs of mittee people, which we 
observe from our experience in this field. We believe they are not 
different from the needs of the general population. 

1. Preventive care: A constructive progressive medical-care pro- 
gram is one which seeks to improve and to maintain the health of those 
who are served by it, rather than to merely patch up and repair their 
disabilities after they have reached an advanced stage. Every system 
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or program of medical care should be tested by the attention which it 
pays to this vital aspect of the total national health problem. 

¥. Access to facilities and personnel: The principle of free choice 
should be realistic in its application. It should include the choice 
of the method or type of alien! care to be selected and it should, if 
it is to be meaningful, include access to the best hospitals and health 
service centers. 

3. Comprehensive protection: Medical care without detriment to 
its quality cannot be fragmentized. Its component parts must be 
integrated into a comprehensive continuous whole. Diagnosis can- 
not be arbitrarily separated from treatment and surgery cannot be 
isolated from preoperative and postoperative care. Care inside of 
the hospital cannot be provided as a thing entirely apart from care 
in the home, office, or clinic. Anything short of a comprehensive, 
unified health program is to that extent an inadequate program. 

4. Full family coverage: This is likewise an essential criterion of 
adequacy. Many of the plans in existence today cover only the wage 
earner himself and exclude his wife and children. The contribution 
which such plans make toward the solution of his health problems 
is very small, even if these plans were adequate in all other respects— 
which they are not—for the mecical expenses of the workei himself 
are but a small part of the total family medical bill. 

Senator Purrett. May I interrupt a moment? 

Mr. Bremiiier. Surely. 

Senator Purreiy. Many of these plans, however, that you speak 
of, where the employee alone is covered—are they not plans, or are 
they plans to a considerable extent anyway, which he, on a voluntary 
basis, could cover his family with also, if he so wished ¢ 

Mr. Bremitier. That varies considerably. 

Senator Purreit. I do not know. Would you say most of them 
could? Or how would you differentiate it as between those that have 
the opportunity and do not avail themselves of it to cover their fam- 
ilies¢ I know of plans I am acquainted with where workers could 
cover their whole family. 

Mr. Bremitier. We are cognizant of such plans, but I would doubt 
whether there were any accurate figures available on that matter. 
But we are familiar with enough plans that are strictly limited to 
the worker himself so that it bothers us where he does not have the 
opportunity. 

Senator Purrety. Are those plans where he contributes partly, any- 
way, to the cost you are speaking of ? 

Mr. Bremitier. No. In most instances they are straight coverage 
in terms of the employer’s fringe benefits. 

Senator Purreiy. In which the employee does not in any way con- 
tribute ¢ 

Mr. Bremer. That is usually the case. 

Senator Purre... But in those same instances are there many in- 
stances in that field where the family may be covered by an additional 
sum paid by the employee ? 

Mr. Bremitier. There are some such plans. Yes. 

Senator Purrer.. Would you think that that was the majority? 
I really do not know and I am looking for information. 

Mr. Bremiuier. I do not know that you could at all find accurate 


statistics on that point. 
















































958 PRESIDENT’S HEALTH RECOMMENDATIONS 


Senator Purreti. Thank you. 

Mr. Bremutter. 5. Budgeting for full prepayment: A satisfactory 
health program should, at the very least, provide a means of making 
possible the full prepayment of the costs of the services offered. The 
application of the social insurance principle also requires that the 
rate of payment bears some direct relationship to the income of the 
persons covered. 

6. Improvement in quality of medical care: The medical profession 
itself today is aware of the necessity of rooting out some of the evils 
that have been associated with particular types of practice. Fee split- 
ting, unnecessary surgical operations, and the overcrowding of hos- 
pitals, are aggravated in some instances rather than alleviated by the 
prevailing type of commercial-indemnity type insurance coverage. 
The need is for positive incentives to the great majority of ethically 
minded physicians and surgeons to provide through group practice 
and other means now available the highest type and quality of medical 
care and service. The general public needs assistance in discovering 
and utilizing the better types of medical care. 

There is a second group of needs which are of a community nature. 
Among the most urgent of these are the following: 

1. Care for the chronically ill and the indigent aged. 

2. Expansion of local, public-health units. 

3. Aid to medical education. 

4. Expansion of hospital, health centers, and other physical facili- 
ties. 

We are aware that the administration bill you now have under con- 
sideration. S. 3114, does not address itself to a number of these areas 
of need. However, since it is put forward as the major proposal of 
the administration in the field of health and has been publicized as 
having been developed in response to the promise made by the Presi- 
dent that the health needs of the people of this country will be fully 
taken into account in the progressive and dynamic program which 
he is presenting to the Congress, it is only proper that this bill be 
evaluated in the light of these major needs. 

As we study this measure, our hopes are raised by the worthy pur- 
poses expressed. We note the reference to “adequate service prepay- 
ment plans,” to be made “generally accessible on reasonable terms 
* * * to the maximum number of people.” We further note the 
purpose as being “to stimulate the establishment and maintenance 
of adequate prepayment plans in areas and with respect to services 
and classes of persons for which they are needed.” 

However, as we analyze the proposed implementation of these very 
worthy objectives, we are deeply disappointed. We find nothing in 
this measure which will effectively motivate private insurance carriers 
to extend their offered types of protection in a manner that is ade- 
quate to achieve these objectives. The principle of reinsurance may 
make it possible for commercial insurance companies to extend their 
limited type of protection to meet some of these needs, but we find 
nothing that effectively encourages them to do so. 

It may be that for some of the nonprofit organizations such as Blue 
Cross, the removal of a portion of the risk involved in extending 
protection to new areas may result in some actual extension of such 
protection. If this should, in fact, prove to be the case, it should 
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be recognized that it is because there nonprofit organizations, by 
definition, are motivated by different incentives than are the com- 
mercial carriers. 

It is precisely, at this point, that what appears to us as one of the 
major fallacies on which this bill has been developed becomes appar- 
ent. It is a truism among businessmen that they “are not in business 
for their health.” It should be equally apparent that insurance com- 
panies are not in business for other people’s health. This is not offered 
as a criticism of pore business enterprise. It appears to us that 
the proposals of this bill, so far as they relate to the insurance car- 
riers, are predicated on the assumption that these carriers are chafing 
at the bit awaiting the removal] of the barriers to permit them to rush 
into the high-risk areas in order that they may fulfil their mission of 
meeting the health needs of the country. This, we submit, is a false 
assumption. 

Senator Purrett. Have you seen anything in the testimony of- 
fered by the Department, or any of the witnesses who appeared here, 
that would cause you to believe as you appear to believe by this state- 
ment, that they are chafing at the bit? 

Mr. Bremitier. We are assuming, I think, greatly on the basis of 
the position taken by the Department on its bill and in its testimony, 
that they are under the impression if the Government proposal is 
set up that there will be large participation in it. 

Senator Purre.y. It is hoped they will be, but actually I don’t know 
that there was any. I sat vough all of these meetings, Mr. Biemil- 
ler, and I don’t know of any testimony that would indicate they were 
chafing at the bit and waiting for the barrier to be broken down so 
that they could blindly and rapidly rush into new fields. That is 
not the intent of the bill and I don’t believe a reading of it would 
indicate it is. 

The very fact that it only allows for $25 million indicates they 
do not intend that this thing is going to be something where as soon 
as the barriers are down there will be a wild rush into this field. And 
I have not heard any testimony to the effect that it will be so. 

Mr. Bremitter. Certainly to the extent of the testimony of-the in- 
surance companies I agree with you entirely, because there is no evi- 
dence at all as far as I can learn from the testimony to indicate that 
the insurance companies intend to make any great use of this service 
when and if it is offered. I am talking about commercial insurance 
companies. 

Senator Purrexy. Yes. 

Mr. Bremiuier. As far as I know there is no great demand from 
them for this type of operation. They have been going ahead ex- 
ploring the field. They have done some things that we consider are 
very meritorious. There are some very great deficiencies in their 
plans, as we will develop by the very nature of them, but basically 
we do not think the insurance companies are particularly anxious to 
have this plan, and I think the administration is making a mistake 
in thinking it is wanted in this respect. 

Senator Purre.y. This is entirely voluntary, but it might well stim- 
ulate the exploration in fields that are not presently covered by some 
of this private and nonprofits associations also. And that would be 
a hope, I would think, if the bill becomes law, that it would encourage 
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ihat. Itisentirely voluntary. They can or cannot participate. But 
I have reason to believe that right now it has stimulated perhaps the 
thinking anyway of some groups with the idea that they might want 
to explore other areas that are presently not being explored very 
rapidly. ‘ 

I really think your assumption as you state here: 

It appears to us that the proposals of this bill, so far as they relate to the 
insurance carriers, are predicated on the assumption that these carriers are 
chafing at the bit awaiting the removal of the barriers to permit them to rush 
into the high-risk areas in order that they might fulfill their mission of meeting 
the health needs of the country. 

That is not the assumption of the committee, and I have not heard it 
was the assumption of any witnesses appearing here, including those 
from the Department. 

Mr. Bremitier. I am thinking, for example, of the statements that 
have been made by responsible officials in the Department that this 
bill would “lay the ghost of socialized medicine,” in another speech 
made before the American Hospital Association, that this bill would 
meet the great needs of the people. I would agree with you in pri- 
vate conversation that the officials ef the Department make it clear 
they think this is a very limited area bill, but that is not the situation 
that has been going on. 

Senator Purre.y. I can only say as to the testimony offered here 
in these hearings, at no time do I recall anybody testifying that there 
would be any rush into the high-risk areas in order that they might 
fulfill their missions. I think we ought to try to keep this as objec- 
tive as we can, and I think you do too. 

Mr. Bremitier. Quite so. 

Senator Purre... So at this time I think we ought at least to show 
in the record that the chairman of this committee—and I think I 
have been at all of these meetings except one where by necessity I 
could not be here—recalls of no instance where that assumption was 
warranted, 

Mr. Bremiiter. The commercial insurance companies are in busi- 
ness for profit, though they will incidentally meet part of the health 
needs of the country in the course of their profit-making, so long as 
competitive conditions maintain. If a limited reinsurance provision 
were all that was required to release the assumed pent-up social pur- 
pose of insurance carriers, it seems likely that the insurance companies 
themselves would have developed such arrangements in this field, 
as indeed they have done with respect to many other types of 
insurance. 

The fact seems quite clear that commercial insurance companies 
will continue to offer their usefui but limited and generally inade- 
quate type of protection in the areas of service where profits are readily 
attainable. Without some additional incentives and motivations, they 
will not move into the high-risk areas, simply in order to meet a 
social need. It is at this point that this bill is mainly deficient. We 
ean find nothing in it that provides a positive incentive for the com- 
mercial insurance companies to meet these major social objectives. 
That is why we have come to the conclusion that this bill is long on 
its aspirations and goals, but timorous and hesitating in its imple- 
mentations. 
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For example, there is included in the statement of purpose of this 
bill the following language: 

To stimulate the establishment and maintenance of adequate prepayment 
plans in areas, and with respect to services and classes of persons, for which 
they are needed. 

Contract this with the following statement recently made by the 
Assistant Secretary of the Department of Health, Education, and 
Welfare: 

While we believe this program holds great promise for the American people, 
I want to mention three limitations. 

First, it can help only those who can and are willing to include health-insur- 
ance premiums as a necessary part of the family budget, and those who are 
covered by insurance plans maintained by their employer in whole or in part. 

The significant phrase to us here is “those who can and are willing 
to include health-insurance premiums as a necessary part of the family 
budget.” 

The Special Assistant to the Secretary, Dr. Keefer, pointed out that 
“in more than 40 percent of the families, expenses incurred for medical 
care ranged from 5 to over 100 percent of family income in the given 
12 months.” How many of the people in this 40 percent are those 
who cannot budget for medical care# We submit that in the heart of 
the Nation’s most critical health problem today is precisely for those 
who cannot, or even those who will not, include health-insurance 
premiums as a necessary part of the family budget. Our concern, of 
course, is primarily with those who cannot. But, on the authority 
of the administration representatives, this program does not attempt 
to meet that problem. 

Senator Purre.y. There has been no claim made that this will cover 
those people who are unable to meet the cost of insurance. This is not 
a plan to subsidize those people and I don’t believe it was presented, 
Mr. Biemiller, as being that type of plan. It is to encourage areas 
not presently covered geographically in the classes and age groups 
whereby the insurance perhaps of what I call a guaranty against 
excessive losses in seeking out these new fields, there will be some 
acceleration of the exploration of those areas. 

Mr. Bremituer. I concur in your statement to that extent, and as I 
go on here I point out that the administration made it very clear it 
will not cover some of these areas which we think are the more impor- 
tant problems, as I will go on to develop it. 

Consider this, if you will, in the light of the facts presented in an- 
other one of the charts explained by Dr. Keefer. This was chart F, 
entitled “Family Income Groups—Distribution of Hospitalization 
Insurance.” This chart showed that there were 6 million people in 
families with an income of under $2,000 having some type of hospitali- 
zation insurance. This represented 25 percent of the families in this 
income group. Leaving aside for the moment the very important 
question of adequacy for this limited protection, it seems to us that 
the significant fact here is that 75 percent of the families of this in- 
come group were without any protection. 

Moving up into the next income bracket, we find that 49 percent of 
persons in families with an income between $2,000 and $4,000 were 
also without any hospitalization insurance. Certainly, among the 
75 percent of families in the lowest income group and the 49 percent 
in the next lowest group having no hospitalization insurance, there is 
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a large proportion, if not, indeed, all of them, who come into the 
category of those referred to by the Assistant Secretary as those who 
cannot include health insurance programs as a necessary part of the 
family budget. 

One of the most striking statistics was presented by Dr. Keefer in 
his chart C, which showed that, of the national annual total of per- 
sonal medical expenditures of $9.4 billion, only $1.6 billion, or 17 per- 
cent, was covered by insurance. While the growth of the number of 
individual memberships and policies over the years 1939 to 1952 as 
presented in his chart A is impressive, the growth in actual protection 
as revealed on his Chart C is meager indeed. In fact, chart A is mis- 
named. It shows the increase in insurance participation—not in in- 
surance protection. 

With reference to the factual data that was presented by Secretary 
Hobby and her assistants, we would like to express our appreciation 
and admiration for the graphic way in which the health needs of the 
country were portrayed. The needs as they were analyzed and set 
forth will provide a major contribution to public education in the field 
of health needs. However, they appear to us as presenting singular 
non sequitur in that they graphicaily portray real needs, but needs 
which cannot be met by the proposals contained in the bill they were 
designed to support. In fact, they constitute one of the most con- 
clusive presentations of the need for national health insurance ever to 
come to our attention. 

We look in vain in this bill for some general encouragement for pre- 
ventive care. Where is there any improvement in the accessibility to 
facilities and personnel? What provision is there in this bill for com- 
prehensive protection or for full family coverage? Where is there 
in the bill any protection for the patient against the practice of fee- 
splitting or unnecessary surgery, or to assure him that the insurance 
which he buys will indeed cover the full cost of his medical bills? 
What provision is there for the improvement of the quality of care 
through the encouragement of group practice ? 

This bill was introduced by Senator Smith on the 11th of March. 
On the 3d of March, the social security committee of the American 
Federation of Labor, met and discussed the broad principles of this 
proposal. 

That was the only information available to us at that time. 

It was agreed by our committee that the principle of reinsurance in 
the general field of social insurance had a great deal to commend itself. 
It was also the opinion of our committee that the merits of the forth- 
coming proposal could in large part be measured by the standards 
which were to be included in the program with respect to the type 
of protection made available under the plans to be reinsured. When 
the bill was introduced on the 1ith of the month, therefore, we were 
especially interested in section 303, which prescribes the terms and 
conditions governing the approval for reinsurance of health service 
prepayment plans. We find listed here, eight criteria which we agree 
are the standards by which a good health-insurance program should 
be measured. However, we find no specifications for the application 
of these standards. This vital question is left unresolved as the bill 
simply proposes to give the Secretary of the Department of Health, 
Education, and Welfare authority to apply these standards in such 
a way as she determines will promote the purposes of the bill. 
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We suggest the committee consider writing more explicit instruc- 
tions to the Secretary into the bill. 

Senator Purrety. Mr, Biemiller, if you followed these hearings— 
and I assume you have from your discussion and also from your 
paper here—you know this is an ‘experimental plan, more or less. “You 
realize, I am sure, that it would be impracticable and I would say 
not even wise to attempt to spell out many things in that bill which 
we can spell out after a year or two of experience. It is a new venture 
into the health field and I would myself feel it was quite unwise to 
set this up in detail until we have gained more experience in its 
operation. 

Mr. Bremitzer. It is, however, Senator, in our opinion 

Senator Purrens. And that was so testified to by the Secretary, 
I may say. I will be glad to read to you her testimony, if you wish, 
but Iam sure you have read it. 

Mr. Bremiter. We have discussed this matter with the officials 
of the Department. 

Senator Purretn. Yes. 

Mr. Bremiier. But it is frankly, in our opinion, a very unwise 
delegation of such complete authority. There are various manners 
in which this problem could be met. One, we suggest is writing more 
explicit instructions in. That is, for example, done in one of the bills 
now before the House committee, H. R. 6949. We think that offers 
one approach. 

Another possible approach of a protective nature we should like 
to call to the committee’s attention would be to adopt a formula 
something similar to the National Science Foundation, which pro- 
vides there in the event of regulations governing various phases of 
that Government operation that the director goes into an advisory 
committee and presents his ideas. 

He does not have to abide by the advice of that advisory com- 
mittee, but he does have to report to the Congress both their pro- 
posals and any counterproposals, if there are such, of the National 
Science Foundation Advisory Council. So that the Congress is then 
aware of everything that is going on. 

I am sure you are also, Senator, aware of the great controversy 
that went on on this question of the delegation of authority when 
there were proposals before the Congress for a national health insur- 
ance scheme, and one of the great protests that was made by the 
sponsor of that plan constantly was the question of the delegation of 
authority. We met some of those criticisms at that time and did try 
to be more restricted. 

We think there is validity to that type of criticism, but are simply 
calling this matter to your attention and suggest you give it full 
attention as we know you are, because we have great respect for the 
very conscientious manner in which this committee always operated, 
and I say that quite sincerely. 

Senator Purrent. Of course, you know the advisory council is 
provided for in this bill. 

Mr. Bremutier. Yes, And we want to make sure that the advisory 
council have the right to give advice and to give to the Congress an 
annual report, so that there is that check and balance. 

Senator Purre.y. Yes. 





964 PRESIDENT’S HEALTH RECOMMENDATIONS 


Mr. Bremmier. It appears to us that S. 3114 contains a major inner 

re in that it places two eepondibititins on the Secretary ; 
To meet important social objectives; and 
To operate a sound reinsurance system. 

Ti seems to us that the reinsurance sy ‘stem can only be kept on a sound 
actuarial basis if the insurance is granted under conditions that make 
the social objectives unobtainable. Or if the social objectives are to be 
achieved, it can only be done by operating the reinsurance program 
at a consistent loss which would then convert the reinsurance program 
into a poorly disguised subsidy. We are not against a Government 
subsidy in this field, but we feel that if a program of subsidies to meet 
health needs is undertaken, it should be done directly and openly. 

Senator Purrett. Now, Mr. Biemiller, you have heard again— 
and I am assuming that you followed this testimony here—we had 
evidence presented to show that the coverage in 1939 under health 
insurance was about 9 million. The latest figures given to us by 
witnesses appearing here were that the present coverage is around 
100 million. 

Obviously this was not a need that had been created. A need for 
the coverage of the 91 million other people had not been created 
between 1939 and 1954. It existed perhaps to a lesser extent because 
we had a lesser number of people. I mean, it existed numerically 
to a lesser extent. But time was taken to seek out these fields and 
find out whether or not this coverage could be given at a rate that 
could be met by people. Do you not feel if perhaps there was some 
assurance at that time of a reinsurance program available to some of 
these companies, that they might have explored some of these fields 
quicker, and it could have accelerated that program a little more? 

And do you not think if that were true, that by this reinsurance plan 
we might do this other thing now in other fields? 

Mr. Bremitier. First may I comment in terms of the 1939 period. 
I think there were factors other than the lack of a reinsurance program. 

Senator Purreix. I know there were. 

Mr. Bremiter. For instance, I remember in those days I was a 
member of the Wisconsin State Legislature and a member of the Wis- 
consin Assembly. We had a devil of a time passing a bill to make 
Blue Cross legal in the State of Wisconsin because the Wisconsin State 
Medical Society was fighting us on such a matter at that time. And it 
took us a long time to get any acceptance even of voluntary health 
insurance plans. We have not forgotten the American Medical Asso- 
ciation blasted the Committee on the Costs of Medical Care, which 
urged experimentation with voluntary insurance plans, as incitement 
to revolution. 

This was a real enough fight we had at that time, and I think it is 
something we have to remember. 

In terms of reinsurance you will note as we go on here that while 
we have criticism mainly of the shortcomings of the bill and mainly of 
the fact that the public is getting the impression it is a more far- 
reaching measure than it is; still in terms of its having any value in 
spreading voluntary health insurance we are the last people to object 
to it on that score. We are trying to analyze with you ways of im- 
proving it. And we have some concrete objections. 
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Senator Purrety. I think your chief objection now is that it does 
not do enough. You think it ought to do more, but you do not object 
to its objectives and purposes and aims. Is that correct ? 

Mr. Bremitter. No. If someone thinks this is the way of strength- 
ening things, it is all right. But we do not think you will get very 
far. 

Senator Purreiy. Of course it has not been presented by ingnany 
appearing here, Mr. Biemiller—and I am sure you will agree with 
me—from the Department, or representing any other group, or any 
individual—there has been nobody here that I know of who expressed 
the idea this is a cure-all. I do not think anyone attempted to make 
it appear that this is the answer to all health problems. 

I agree with you some people may mistakenly think it is supposed 
to be, but it is not the intention of this committee so to represent it, 
if it finally brings it out as a measure to be considered by the Senate. 

Mr. Bremitier. I am sure Senator, you and your colleagues on the 
committee who are cognizant of the problems, and work with them day 
by day, realize this bill will not be any magic cure-all of anything. 

Senator Purretn. I think the Department made it rather clear in its 
testimony, don’t you ? 

Mr. Bremituer. In its testimony, but not in some of its other public 
statements. 

Senator Purrety. I did not see the public statements you referred to 
but I think the statement you did refer to points it up very clearly. 

Mr. Bremitier. Yes. ‘That is the testimony I am referring to there. 

Senator Purreiy. I thought you mentioned a speech too. 

Mr. Bremer. Yes. 


Senator Purrenz. I think that pointed it up very clearly. 

Mr. Bremitier. I think that particular statement from the Assistant 
Secretary Perkins is taken from his testimony before the House Com- 
mittee if I am not mistaken. 

Senator Purrety. You do not state there. You say: 


Contrast this with the following statement recently made by the Assistant 
Secretary of the Department of Health. 

I did not know where it was made. 

Mr. Bremitier. I think that is where it was made. 

Senator Purre.y. But he points out that there were limitations. 

Mr. Biemuzer. Right. Great limitations. 

Senator Purrets. They do not try to make it appear this is a 
cure-all. 

Mr. Bremtier. Now I want to come back to some other bills that 
are before us. In fact, bills which, in our opinion, more realistically 
approach the needs as outlined in the Secretary’s testimony have been 
introduced by a group of distinguished Senators and Congressmen, 
who are all incidentally of the majority party. In fact, this measure, 
when first introduced, had as a cosponsor in the House the present 
Vice President of the United States. I refer to Senate bill 1153 
and H. R. 3582, H. R. 3586, and H. R. 4128, introduced by Senators 
Ives and Flanders and by Representatives Javits, Hale, and Scott, 
The American Federation of Labor has never specifically endorsed 
this measure but it has by convention action noted the forward steps 
it represents in approaching the problem of providing adequate 
health insurance for the entire population. 
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This measure, in contrast to S. 3114, accepts the assumption that a 
public subsidy to voluntary insurance plans 1s the appropriate method 
for bringing most of the population under the coverage of such 
plans. The following specific constructive provisions of this measure 
commend themselves to all concerned with basic health needs. 

1. It offers a nationwide scheme of insurance as a means of financing 
medical services. 

2. The public charity principle involving a means test for lower- 
income individuals and families is entirely excluded. 

3. It provides that in order to qualify for Federal-State aid, the 
plans or a combination of plans, purchasable by a family, must offer 
comprehensive services, that is, at least hospitalization and the services 
of family physicians as well as specialists. 

4. The membership charges in such plans cannot be flat rate, but 
must be based on a percentage of a subscriber’s income (up to $5,000). 

5. The majority of the governing board of every acceptable plan 
must represent those receiving medical care and services. 

It appears to us that this bill represents a more realistic and straight- 
forward approach to the needs than does S. 3114. 

We note, however, that title II of S. 3114 contains provisions which 
authorize the Secretary to conduct studies and collect information 
concerning the organizational, actuarial, operational, and other prob- 
lems of health service prepayment plans and their carriers. This 
title provides that the information would be made available to the 
public and to sponsors of health service and prepayment plans with- 
out charge. Such information which can only be collected and evalu- 
ated adequately by a Government agency would be very useful to us 
as we continue to develop through collective-bargaining agreements 
providing protection for wage earners. It would be particularly 
helpful to us as we continue to move into the newer area of providing 
direct-service plans for wage earners and the members of their 
families. 

Senator Purrett. May I interrupt ? 

Mr. Bremixer, Surely. 

Senator Purre.i. A great honor has been paid me today by having 
these visitors from the State of Connecticut from a junior high 
school in Riverside, Conn., come in here and say hello. Mr. Rouse 
of the history class there, is here. I apologize to you but I wanted 
to tell these young men that I appreciate very much your coming 
over and I hope I shall have the opportunity of seeing you before 
vou leave Washington. Thank you, and thank you, Mr. Biemiller, 
for permitting me to interrupt. 

Mr. Bremitier. Certainly. Mr. Chairman, may I also call your 
attention to the fact that out of our experience in this field we have 
observed that every example of a successful comprehensive health 
service plan points to the importance of financial assistance in meet- 
ing the heavy capital outlays that are necessary for constructing the 
physical facilities necessary to such plans. We know of a number 
of areas today where comprehensive health service plans are about to 
get underway, but where the lack of means for financing these facili- 
ties constitutes a serious barrier. In this connection, we believe that 
the approach to this problem represented in S. 1052, introduced by 
Senator Humphrey, and another bill introduced in the House by Rep- 
resentative Wolverton, chairman of the Committee on Interstate and 
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Foreign Commerce (H. R. 7700) constitutes a substantial contribution 
to meeting this need. The first of these authorizes direct Government 
loans for medical facilities. The latter bill would create a medical 
facilities mortgage insurance fund. We submit that this should be 
given serious consideration by this committee as you plan legislation 
in this broad field of health. 

We support these bills in principle, although there are some changes, 
particularly relating to some of the deficiencies, which we believe 
would improve either of these measures. We should be glad to dis- 
cuss these detailed changes with the staff members of this commit- 
tee. We stress that we believe the enactment of either or both of these 
bills would have a most beneficial effect in promoting the most satis- 
factory types of prepaid health service plans. 

Now, Mr. Chairman, I should like to present the views of the 
American Federation of Labor with respect to S. 2758, a bill designed 
to broaden the scope of what is popularly known as the Hill-Burton 
Hospital Survey and Construction Act. 

I am sure that your committee has had presented to it the full 
record of the impressive progress that has been made in the field of 
hospital construction since you first had the original bill before you 
almost 8 years ago. As we look over this record and review the list 
of 2,000 hospitals, health centers and related facilities which have been 
approved, with nearly 1,400 of them completed, adding more than 
100,000 hospital beds and nearly 450 public health centers to the 
Nation’s health resources, we, too, are impressed with the remark- 
able job that has been done. We should like to take advantage of this 
opportunity to congratulate the members of this committee on the 
foresighted planning that entered into the original act passed in 
1946. 

The program conducted under the Hill-Burton Act represents 
not only a tremendous achievement in the physical facilities that 
have been brought into being under its provisions, but also has estab- 
lished a new pattern of cooperative relationships between the Federal 
Government and the State governments. 

This construction program has also brought into being the most 
significant working relationship between State and Federal officials 
and the technicians, the representatives of the medical profession and 
the representatives of those groups which include in their member- 
ship the recipients of medical care and services. In evaluating the 
achievements of the program it is appropriate that these intangible 
assets should be weighed along with the network of substantial and 
beautifully efficient buildings that have been constructed by the joint 
efforts of community, State, and Nation. The cooperative contribu- 
tion of all the groups concerned with this program has been clearly 
facilitated by the provision in the original act for truly representative 
advisory councils at all levels of administration. 

Our organization takes, I believe, justifiable pride also in the fact 
that we supported this legislation vigorously from the date of its intro- 
duction, and for the last 7 years have vigorously supported the appro- 
priations necessary for its implementation. 

Likewise, in the first session of this Congress, we supported the 
measure to extend the act for 2 years, which President Eisenhower 
signed last July as Public Law 151. : 
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The most recent action of the American Federation of Labor in this 
respect was taken by our 72d convention, meeting in St. Louis, Mo., 
September 21-25. 1953. A declaration unanimously passed by that 
convention stated, in part: 

The need for a greater number of hospitals, doctors, and other trained medical 
personnel, clinics and other medical-care facilities, and for a more satisfactory 
method of financing the cost of medical care is urgent, and becomes more urgent 
every day (Official Proceedings, 72d convention, AFL, p. 641). 

The convention also adopted the report of the executive council, 
which included in its recommendations: 

Continuance and expansion of the Hill-Burton hospital-construction program, 
including the construction of health centers. (Ibid., p. 310.) 

It is in no sense a detraction from the achievements of the present 
program to point out that it falls short of meeting the total need, both 
quantite atively y and qualitatively. 

Speaking to the qualitative point, it is apparent that with the very 
progress that has been made with respect to general hospital bed con- 
struction, the specialized needs with respect to facilities for chronic 
disease, nursing homes, diagnostic and treatment centers for ambula- 
tory patients, and rehabilitation facilities have fallen behind. Special 

appropriations whose authorization is contemplated in this bill for 
surveying these needs and making grants to the States and localities 
are designed to meet these deficiencies. 

I recall that the very inception of the program grew out of a com- 
prehensive plan for the establishment of a network of integrated facili- 
ties, including the fully equipped urban centers, the teaching hospitals, 
and what might be described as the feeder facilities, which would 
include the health centers and clinics where no attempt would be made 
to provide all of the specialized services necessary in the larger centers. 
The program has, in part, met that need, but in one sense our whole 
health facility construction program has gotten out of balance. The 
construction of the type of specialized fac ility that is contemplated in 
this measure will help to restore this balance. 

Many of the members of this committee have also over the years 
expressed an interest in the amount of funds available for the entire 
program. While I am aware that appropriations as such do not fall 
within the area of your responsibility as a committee, I cannot re- 
frain from expressing our concern over what appears to us as an 
insufficient amount of funds scheduled for the entire program for the 
coming fiscal year. In this connection, I am speaking to the quanti- 
tative shorte ‘comings of the present program. 

The original surveys made by the States following the enactment of 
the Hill-Burton Act indicated that there was a shortage of approxi- 
mately 900.000 hospital beds in the entire country. That was 7 years 
ago. While under the program about 105,000 beds have been added, 
our population has grown in that time by more than 18 million people. 
I am informed that current State surveys indicate total need of 

arly 2 milion beds, with a deficiency of at least 800,000. So we 
are barely keeping pace with our expanding needs. 

The $60 million authorization for the specialized projects contem- 
plated in the bill now before you, together with the additional $2 
million for research and survey, appears sufficient to get this particu- 
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lar program underway. However, it is with deep concern that we 
note the reference in the budget proposed for fiscal year 1955 to an 
amount of only $50 million for the continuation of the basic Hill- 
Burton program. This, as you know, represents a reduction of $15 
million from the amount authorized for the current fiscal year. In 
fact, only in the year 1950 was the full $150 million authorized in 
the original act appropriated. 

While there may have been some justification in reducing the ap- 
propriations during the height of the Korean conflict, when there 
was a Shortage of both manpower and materials, it does seem particu- 
larly inappropriate at the present time, in view of the backlog of 
accumulated needs and in view of threatened unemployment in the 
building and construction trades, that the amount appropriated for 
this program should be reduced to the lowest point in its history—to 
an amount representing one-third of the annual appropriation au- 
thorized in 1946. The construction of facilities both of the type 
contemplated in S. 2758 and of that authorized in the original act 
represent the most useful types of public works projects. 

We are aware of the fact that the construction of the specialized 
facilities for chronic disease hospitals, nursing homes, and other 
treatment centers and facilities would make possible a number of 
significant economies in providing services to these classes of patients. 
[ would like to point out, however, that the problem of meeting the 
costs of medical care by individuals is still with us. It will still be 
with us in the event this bill is enacted into law. I am sure you are 
aware that its enactment will take us into an area of need where the 
provisions of presently existing insurance programs are the least 
adequate. This is not an argument against the bill. It is to point 
out once again that there remains the necessity to undertake overall 
comprehensive planning to meet the essential health needs of the 
Nation. 

Good as these proposals are, they leave unmet the important prob- 
lems of aid for medical education and aid in establishing local public- 
health units. And the question of how the patients are to meet the 
cost of the services and facilities made available by the construction 
program remains largely unanswered. We support this program as 
one link in a chain of defense against disease. We hope the Congress 
will forge the other links without delay. 

May I again, Mr. Chairman, express to you and the members of 
this subcommittee the appreciation of the American Federation of 
Labor for the opportunity of presenting our Views on these important 
proposals. 

Senator Purret.. I want to thank you, Mr. Biemiller, for coming 
here and giving us the advantage of knowing your views and the views 
of the association that you represent. 

The testimony this morning concludes our schedule of witnesses 
on the President’s health recommendations and proposals. The rec- 
ord, however, will be left open for 10 days, during which time ad- 
missible testimony may be filed and included in the record. 

These particular hearings are, therefore, concluded and the sub- 
committee will stand in recess until further call by the chairman, 


46293—54—pt. 3——-25 
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(By direction of the chairman, the following is made a part of the 
record :) 


DEARBORN, MicH., April 25, 1954. 
Hon. WILLIAM A. PURTELL, 
Chairman, Subcommittee on Health of Senate Public Welfare Committee, 
Senate Office Building. 

My Dear SENATOR PurtTett: I am writing to express my views on the pro- 
posed Health Service Prepayment-Plan Reinsurance Act, H. R. 8356 and 8. 3114, 
which are now under study by the appropriate committees of the Congress. I 
have been personally interested in the development of voluntary health pre- 
payment plans for many years as a member of the American Hospital Asso- 
ciation’s original hospital service plan commission, later the Blue Cross Com- 
mission. I have been directly associated with the development of the Blue 
Cross movement in the United States and Canada since its inception; I was 
closely associated with the Philadelphia Blue Cross plan, and I am at present 
a member of the board of trustees of the Michigan Blue Cross plan. 

I believe that it is necessary and desirable for government at local, State, 
and Federal levels actively to encourage the extension of voluntary health 
insurance. I have not understood, for example, why the Federal Government 
has not long ago made it possible for Federal employees to participate in Blue 
Cross and other voluntary health-insurance plans by extending the advantages 
of payroll deduction for this purpose as private industry has done for many 
years. I believe that the Federal Government should take the initiative in 
helping the States to develop methods for the coverage of certain segments of 
the population, such as the aged and the low-income groups, many of whom 
cannot afford to purchase adequate protection, but who could pay part of the 
cost of such protection. The continued solvency of our voluntary hospital 
system and the maintenance of quality of care combine to demand a solution 
to these problems. 

I have reviewed the proposed Health Service Prepayment Plan Reinsurance 
Act and I have read some of the testimony which has been presented to the 
Congress in connection with it. I do not pretend to be an expert on insurance 
matters and particularly not on reinsurance: I am, therefore, not qualified 
to judge the technical aspects of the bill. It does seem to me, however, that 
the bill should help to induce both nonprofit plans and commercial insurance 
companies to more widespread experimentation in this field. The announced 
ebjectives of the administration and the stated purposes of the bill lead me 
to believe that the Congress would be well advised to take this first step to 
encourage the voluntary plans to widen the scope of their benefits and their 
area of coverage. 

As one who has-been interested in the development and one who has been 
interested in the operation of the Hill-Burton bill, it would appear to me that 
the Congress would be well advised to protect the Secretary of Health, Educa- 
tion, and Welfare and the insurance carriers by giving the proposed Advisory 
Council some authority to approve regulations and standards. I make this 
suggestion for amendment which I believe would strengthen the bill and would 
draw support for it from some who might fear that the present wording 
concentrates too much power in one individual. 

Very truly yours, 
Henry Forp Hosprrat, 
Rosin C. Buerxtr, M. D., 
Executive Director, Detroit, Mich. 


Hon. GrorcE MALONE, 
Senate Office Building, Washington, D. C.: 


This message is sent with deepest concern to protest the passage of Senate 
bill 3114. It is felt that it is not necessary for the Government to get into the 
operation of the insurance business through the reinsurance program. The high 
expense of Government in meeting its necessary functions renders performance 
of expensive and unnecessary functions inadvisible at this time. This reinsur- 
ance proposal should be carefully reconsidered because it is not necessary at this 
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time to meet the public need. I am sure that the American tradition of freedom 
of choice and the freedom of enterprise would be greatly endangered by the Gov- 
ernment’s entry into the health and accident insurance field. 


Date P. SCHAUMBURG. 


Senator GEORGE MALONE, 
Senate Office Building, Washington, D. C.: 

Request you investigate and work to defeat H. R. 8356, which is Senate bill 
3114, which appears being railroaded through committees. Passage will regi- 
ment one branch of insurance, hamstring all State insurance commissions, be a 
step toward socialized medicine. Let’s keep what State rights we still have. 
This request is solidly backed by Nevada State Insurance Agents’ Associations. 


LAWRENCE P. STETCHER. 


Senator W. MALONE, 
Senate Office Building, Washington, D. C.: 
Definitely advise to kill Senate bill 3114. Does not accomplish what it was 
intended for. Definite step toward socialism for medical and insurance field. 
JRANATA AND LUCINI. 
Rep LUCINI. 


LAs VEGAS, NEV. 
Senator GrorcE W. MALONE, 
United States Senator for Nevada, 
Washington, D. C.: 

Believe Senate bill S. 8114 and House bill 8356 may be very detrimental to the 
insurance business and may have much wider aspects than appear on the surface. 
Please investigate these thoroughly, as general opinion here of insurance men is 
opposed. 


JAMES ©, Youna. 


Senator GerrRcE W. MALONE, 
Senate Building, Washington, D. C. 

Regarding legislation S. 3114, definitely against public interests and detri- 
mental to insurance industry. Would remove all State control of insurance. 
Please vote no. 

RAYMOND and WENDELL CUTLER, 


Hon. GreorcE W. MALONE, 
United States Senate, Washington, D. C. 


Understand 8. 3114 has been introduced which will in effect put Government 
into insurance business. Know you realize that electorate in last election desired 
less, not more, socialization, so you are therefore urged to oppose this bill. 


M. WILLIAM DEUTSCH. 


Senator Grorce W. MALONE, 

Senate Office Building, Washington, D. C. 

Nevada State Insurance Agents Association wishes to express strong opposition 
passage, S. 3114, accident and health reinsurance. It does not achieve purpose 
of improving public welfare, permits socialization of insurance, and takes con- 
trol of insurance out of various States substituting Federal control. 


D. E. Matrson, Secretary. 


Hon. Grorce W. MALONE, 
Senate Building. 
Urge your careful study and opposition to Senate bill 8. 3114 which sets up 
reinsurance plan under Federal control, as this plan takes away State control and 
regulation and is not necessary as it does not improve the health or benefit of 
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the public. Firmly believe that the regulation of insurance can be handled better 
by States than from the Government level. 


J. V. Cortca. 


Las Veeas, NEVADA. 
Hon. GEORGE W. MALONE, 


Senate Office Building, Washington, D. C. 

Request your serious consideration to opposing passage S. 3114. Bill will not 
accomplish objective of improving public health. Bill grants sufficient authority 
to Secretary of Health, Education, and Welfare, to enable Secretary to completely 
regulate insurance, control State insurance departments, and eventually result 
in socialization of medicine and insurance. Letter follows. 


Paut A. HAMMEL, 
Insurance Commissioner, State of Nevada. 


Hon. Grorce W. MALONE: 

I have just read over the summary of the insurance bills H. R. 8356 and 
S. 3114. 

It looks to me like this is an attempt to control] the insurance business. The 
bill is supposed to provide reinsurance, but my company does not need rein- 
surance and there is plenty of reinsurance available for those that do. The 
bill would place very broad regulatory power over all health and accident insur- 
ance in the United States with the Secretary of Health, Education, and Welfare 
This we do not want to happen. 

Please give this your attention and read this bill over carefully. 

Respectfully, 
Leon K. STAntey. 


CALAVADA DIVISION, 
Reno, Nev., April 17, 1954. 
Re §S. 3114. 
Hon. Grorce W. MALONE, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR MALONE: We greatly appreciated your recent communication. 

Just at the moment there seems to be a rather serious problem in your bailiwick 
relative to the above-mentioned bill. In studying some of the eonditions set 
forth in that item it appears to us this is a definite attempt on the part of a 
portion of the Federal Government to take over State’s righs insofar as the 
several insurance departments of the States are concerned. It furthermore 
appears this is an attempt to set up a dictatorship under the Secretary of 
Health, Education, and Welfare, to tell insurance companies what premiums 
they can charge, what benefits they can provide, etc.,all of which we definitely 
conclude would not be in the public interest. 

During the past several years different ideas have been suggested from Wash- 
ington indicating an attempt by some factions back there to develop an overall 
Federal control of the insurance business in the United States. We are con- 
fident you recognize that such an arrangement would wreck the finest business, in 
our estimation, that operates in the United States today in behalf of the popula- 
tion. The immense growth of the health and aecident protecton business during 
the past few years definitely shows many companies in this field are capable of 
handling any and all requirements of this nature and also that more and more 
people each year are proteéting their families and themselves through this 
medium. 

Not only would the requirements of this bill enacted into law socialize the 
insurance business in the United States but it would also be a long step toward 
socialization of medicine, also. 

We sincerely hope you will exert your usual good energies in again preserving 
the right of the States in looking after their own business. 

Yours very truly, 
D. L. Acres, Manager. 
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New YorK Lire INSURANCE Co., 
Boulder City, Nev., April 20, 1954. 
Hon. GEORGE MALONE, 
Senate Office Building, 
Washington, D. C. 


DeAR SENATOR: As a member of the Southern Nevada Life Underwriters Asso- 
ciation, and personally, I am opposed to Senate bill 3114, which provides for 
accident and sickness reinsurance by the United States Government. Surely it 
will bring more controls in its train. 

Also, I am a Republican who believes in the virtues of private industry. I 
believe it will be a mistake to open the gates further to Government in business. 

Thank you. 

Respectfully, 
HERMAN E. NELSON. 


Hon. Grorem W. MALONE, 
United States Senator, 
Washington, D. C. 
Your careful consideration in not permitting passage Senate bill 3114 will be 
much appreciated. 
Don F. Conran. 


STATEMENT OF SENATOR Epwarp J. THYE ON S. 3114, To IMPROVE THE PUBLIC 
HEALTH BY ENCOURAGING MORE EXTENSIVE USE OF THE VOLUNTARY PREPAYMENT 
METHOD IN THE PROVISEON OF PERSONAL HEALTH SERVICE 


One of the features of the bill you are now considering, S. 3114, which appeals 
to me most is the effort to encourage wider coverage of voluntary health insur- 
ance plans. For many people today, voluntary health insurance is, for all prac- 
tical purposes, unavailable. 

Consider for a moment this position of farmers and their families, and in 
Minnesota, as you know, farming is an important part of the State’s economy. 
Minnesota is not an exception, however, as you could find a similar situation 
prevailing in a great many if not all of the States of the Union. Today, in 
numerous rural areas, health insurance plans are sold on a hit-or-miss basis. In 
the first place, health-insurance plans are sold to individuals and not to groups. 
Secondly, there is no concentrated effort to explain the wisdom of prepayment 
health insurance to our farm families. 

I have heard about health-insurance sales practices which I think have bearing 
on the objectives of this bill. A private health-insurance plan appoints a sales 
agent im a small, rural community. He might be a local storekeeper, a sheriff, 
or a garage owner who is anxious to pick up some extra money. He may be 
highly competent at his regular job, but selling health insurance is secondary 
with him. It is only when the opportunity presents itself that he will endeavor 
to sell insurance. With him, it is not a question of specialized salesmanship, 
with training to make thorough explanation of the benefits of such insurance. 
Too often, it is carried on by someone who thinks: “Well, it doesn’t cost me any- 
thing to sell this insurance.” So, he just receives an envelope full of blank 
policies from an insurance company and sells what he can. Of course, an effort 
to sell insurance in this manner does not bring the desired results. 

Now, voluntary health insurance should not be sold on a hit-or-miss approach. 
People should be informed what it is, how it can help them, and how to get it. 

The problem is how can we accomplish this objective. The best proposal I 
have seen for stimulating the insurance companies in increasing the coverage 
of more people is contained in the bill which you are now considering. 

This bill would encourage nonprofit and private insurance carriers to tackle 
new fields of coverage, such as the rural areas 1 have mentioned; whereas, now 
they apparently feel it is too costly to do an effective job in these areas. This 
Federal reinsurance service would encourage them to try an intensive program 
in rural areas. It would be an experimental effort, but through the reinsurance 
fund, because the reinsurance service would help them spread the risks, the 
potential losses would be limited and thus one of the obstacles to extending 
coverage would be removed. 
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Generally speaking, I think 8. 3114 embodies a plan in which we have every- 
thing to gain and nothing to lose. What if certain people—without any definite 
reasons for thinking so—say that the bill will not accomplish anything. If this 
should be the case, and I for one do not think it will happen, we have lost 
nothing. On the other hand, if it works, American families all across the 
Nation will have benefited. This plan involves no compulsion for anyone. It is 
not a bottomless pit for Federal expenditures. It is based on our recent history 
of success of voluntary health insurance, and could bring many necessary 
benefits to more American families. We risk nothing and there are possibilities 
of giving protection to a great many families not now covered by health 
insurance, 

I am p'eased to support the objectives of this voluntary health plan which the 
administration has put forward. I appreciate the courtesy of permitting me to 
file this statement. 


STATEMENT BY SENATOR Huspert H. HUMPHREY ON VOLUNTARY HEALTH FAcILitins 
BILL 


Mr. Chairman, I welcome this opportunity to testify in behalf of S. 1052, the 
voluntary health facilities bill, which I introduced in February 1953. This bill 
is consistent with the recommendations made by the President’s Commission on 
the Health Needs of the Nation. It is also similar to the bill which the chairman 
of the House Interstate and Foreign Commerce Committee, Mr. Voiverton, in 
troduced earlier this year. Our purpose is to assist voluntary nonprofit organiza- 
tions offering prepaid health insurance to secure facilities and equipment through 
long-term interest bearing loans. 

The constant problem which faces many Americans today is how to pay the 
doctor bills. Countless Americans in rural areas also face the problem of how 
to find a doctor even if the facilities for paying the bills are available. These 
are problems which must be met with Government assistance. My bill is an 
attempt to help meet these problems. 

The voluntary method of solving social economic problems is always the best 
method in a noncoercive society. The voluntary method needs encouragement 
if it is to succeed in meeting serious national problems. My bill provides just 
that encouragement. 

Voluntary association is the foundation of a democratic society. We are a 
Nation of joiners. Our citizens belong to churches, Rotary clubs, women’s organi- 
zations, trade unions, junior chambers of commerce, Knights of Columbus, sew- 
ing circles—indeed, to many thousands of religious, fraternal, political, and 
social organizations. This is what creates the democratic spirit in our country. 
The process of voluntary association is the essence of freedom. A good govern- 
ment is one which stimulates that kind of association. 

If freedom and democracy survice the crisis of today, it will, in my judgment, 
be due primarily to the vigor of the people directing their own efforts through 
voluntary organizations for the solution of their pressing day-to-day problems. 
The partnership of government with people acting through voluntary associa- 
tions is the inspiration of practical democracy. 

We can apply this principle as we seek to solve the health needs of the Ameri- 
can people. We all recognize that our country’s health needs are great and that 
our facilities are inadequate to meet those needs. 

All over America, therefore, in recent years there has developd the institution 
of prepaid health service and the group practice of medicine. The President's 
Commission calls this “a characteristically American response * * * It is ap- 
parent that when a group medicine is practiced in accordance with the highest 
standards, it provides excellent medical care at the lowest cost to the patient 
and the community.” The severe shortage of physicians today, the report goes 
on to say “makes group practice even more desirable * * * If general physicians 
comprise the core of the group and if prepayment is used, it offers a means of 
continuous and complete care for the patient.” 

My own State has been the home of many such prepaid medical services, 
operated on a group basis and on a cooperative basis. I have, in recent years, 
discussed the question of medical care with many of my fellow citizens. They 
tell me that there are two prerequisites for an effective and well-operated volun- 
tary health program. First is the need to establish a modern medical office and 
laboratory which will induce physicians to locate in the community where the 
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citizens need and desire medical service. Second is the necessity to obtain a 
community pool of funds, derived from prepayments which will insure adequate 
income for the physicians in bad times as well as in good times. 

Modern medicine is today complicated. It demands good facilities for the doc- 
tor’s workshop. When such facilities are not available, it is difficult to induce 
good physicians to come to a community and practice medicine. In a number of 
smaller communities and in a number of large ones, adequate medical facilities 
are simply not available; neither are minimum hospital facilities available to 
care for minor medical and surgical cases. One of the findings of the President’s 
Commission would support this conclusion when it says that “rural areas have 
fewer hospital beds in relation to population than do urban areas.” 

If we are earnest in our desire to help the American people meet their health 
needs, it is essential that we foster the growth of voluntary health plans. I 
heartily endorse the recommendation of the Commission that “Federal loans be 
made to local organizations desiring to institute prepayment plans associated 
with group practice, for the purpose of encouraging the establishment of group 
practice facilities.” 

My bill provides that if a group of people in a community where health facilities 
are inadequate will get together and form a voluntary health plan organization 
and be prepared to assume the financial responsibility for working out their own 
problem, then they may apply for low interest, repayable loans to enable them 
to finance the physician’s facilities which their community requires. 

This is the essence of my bill and is the essence of yoluntary association. Its 
basic aim is to encourage groups of people to take direct responsibility for the 
solution of their health-care problems. The plan which these people develop 
must, of course, be sound and gain the approval of the Surgeon General. 

The successful operation of this bill would attract doctors to areas where they 
are needed and would make it easier for the American people to pay their 
medical bills. It would bring health facilities to American people just as the 
principles of cooperative voluntary association brought electricity to rural 
America. 

Your committee has been studying many proposals for health legislation. My 
proposal is in harmony with those objectives and with the objectives set forth 
by the President of the United States in his message to Congress aimed at 
strengthening voluntary health plans. I do want to point out to the committee, 
however, the President calls for a reinsurance plan, the specific details of which 
are not yet available. This reinsurance plan would probably be in the nature 
of a grant to voluntary health plans, whereas my proposal which is supported 
by the cooperative health groups of America and the Cooperative League of the 
U. S. A. calls for low-interest voluntary loans—in the long run no cost at all to 
the United States Government and no added tax burden to the American people. 

It is my hope that your committee will report my bill, 8. 1052. I am less in- 
terested in the parentage of the bill, however, than I am in getting such a pro- 
posal adopted. I, therefore, urged that if it is in the wisdom of this committee 
preferable to attach my bill as an amendment to the medical facilities survey 
and construction bill, or to any other legislative proposal that you plan to rec- 
ommend to the Senate, then such a procedure would be acceptable to me. I can 
see no reason, however, why some action along the lines of my proposal cannot 
be adopted. 

The issue of meeting the health needs of our Nation need not be a partisan 
one. I stand ready to support appropriate and desirable legislation sponsored 
by members of the Republican Party just as I assume members of this committee 
stand ready to support legislation by me if we can have agreement on these 
proposals. In that spirit, therefore, I am pleased and proud to pay tribute to 
the distinguished chairman of the House Interstate and Foreign Commerce 
Committee, Mr. Wolverton, for his dedication to the public interest in pursuing 
the need for appropriate health legislation. I also want to associate myself 
with the legislative proposal known as the Flanders-Ives bill to aid voluntary 
health legislation and to pay my respect to the distinguished sponsors of that 
bill who support it in the Senate. I likewise want to express my appreciation 
to se chairman and members of this committee for holding hearings on this 
problem. 


We need constructive and imaginative legislation to help meet the health 
needs of the American people. 





976 PRESIDENT’S HEALTH RECOMMENDATIONS 


STATEMENT BY JERRY VOORHIS, EXECUTIVE SECRETARY OF THE COOPERATIVE HEALTH 
FEDERATION OF AMERICA 


The Cooperative Health Federation of America is an organization of group 
health, prepayment plans in the United States and Canada. It includes in its 
regular membership the more significant cooperative, community, and labor 
prepayment health plans and insurance programs. These member plans aim at 
the provision of comprehensive medical care; they have resulted from the initia- 
tive on the part of the people themselves in their attempt to solve the health 
problems; the basic control over the economic aspects of the plan rests with 
representatives of the consumer of subscribers. Associate members of the Co- 
operative Health Federation of America include significant and broader groups 
of labor organizations, farm organizations, cooperative organizations, and in- 
dividuals, 

Our organization is far more interested in seeing the health problems of the 
American people solved than we are in getting any credit for ourselves in solving 
them. We stand for the general approach of the free right of experimentation 
in working toward those solutions. We are certain, however, that the core of 
the problem lies in the present inability of most families to pay on the out- 
moded fee-for-service emergency basis for the high quality of medical care 
which the modern medical profession is able to provide. 

The Cooperative Health Federation is furthermore convinced that the solu- 
tion to the health problem lies along the lines of application of the following 
principles and practices: 

1. More effective organization of medical care through group practice of 
physicians. 

2. Prepayment of costs of medical care on a regular budgetary basis including 
employers and, for some groups, public contribution to enable increasing numbers 
of families to be covered by voluntary prepayment plans. 

3. Provision of comprehensive and preventive care for the entire family. 

4. Nonprofit operation. 

5. Enrollment of cross section of the population as subscribers and members of 
the voluntary health plans. 

6. Initiative by the people and control of the economic aspects of the plans by 
effective representation of the consumers or subscribers. 

One or two facts are obvious. The first is that there are a number of com- 
munities in the United States where voluntary health plans, which are generally 
operated according to the above principles, have demonstrated and are demon- 
strating today a most effective solution of the whole health-care problem for a 
significant proportion of the population of those particular communities. The 
second obvious fact is that this development has gone nowhere near far enough 
as yet to give us an_overall solution to the problem generally for the population 
throughout the country. 

A majority of our population do have medical coverage of some kind. But 
most of them have the type that is limited to care in the hospital. Furthermore 
the total proportion of the medical bill which is presently being paid by all types 
of health plans and health insurance put together is only 15 percent and only 
about 3 to 4 percent of the population has the advantage of health maintenance 
and preventive care which comprehensive, group-health plans provide. Conse- 
quently, the kind of policies which we believe this distinguished committee should 
pursue are policies which are calculated to remove the barriers which prevent 
the more rapid growth of voluntary, prepayment, group practice, comprehensive 
care health plans. 

One such barrier is that of discrimination by medical societies against doctors 
who associate themselves with such plans. This problem Congress can hardly 
deal with except by influencing public opinion, particularly opinion within organ- 
ized medicine. There ought to be a most cordial relationship between the medi- 
eal society on the one hand and the voluntary prepayment plans on the other. 
We hope for an early coming of the time when this will be the case. 

A second barrier is the lack of effective enabling legislation in many States 
for the organization of such plans. In some States there is actually legislation 
on the books which prevents the effective organization of such plans. The coun- 
sel for the Cooperative Health Federation of America, Mr. Horace Hansen, has 
recently prepared an analysis of such State legislation which I am including as 
illustrative material at the end of this material. 

The third barrier to the more rapid growth of voluntary health plans is finan- 
cial. This barrier exists first because there are so many families in the country 
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who cannot afford, even under the best of organization, to pay the monthly 
premium for comprehensive health care. For a family of unlimited size, that 
monthly payment would run somewhere between $10 to $15 per month. Where 
employer contributions are substantial, it has proven possible, as in the case of 
the Health Insurance Plan of Greater New York, for example, as well as other 
plans, to cover even the lower-paid employed workers and assure maintenance 
of health of themselves and their families. Where employer contribution is not 
available, this problem must be met some other way. 

The Ives-Flanders bill which is now pending before Congress is one way of 
accomplishing this purpose. Another way would be for Congress to provide 
through social security some system for people in the various categories of social 
security tou have a portion of them premium payments to these health plans paid 
out of public funds. 

Another phase of the financial barrier is the need of the health plans in the 
early stages for funds for the construction or acquisition of physical facilities and 
funds for original organizational expenses. Several pieces of legislation have 
been introduced which would be undoubtedly of considerable help in this respect. 
One such piece of legislation is the bill, H. R. 7700, introduced by the chairman 
of the House Committee on Interstate and Foreign Commerce, Mr. Wolverton, but 
as yet, I believe, not introduced in the Senate. This bill would provide Govern- 
ment guaranty of loans from private financial agencies to voluntary, nonprofit, 
health plans for the construction of physical facilities where at least 60 percent 
of the capacity of such facilities would be devoted to group-practice care of the 
regular subscribing families. We would earnestly urge the enactment of this 
bill which we believe is one of the keys to unlock the door to the more rapid 
growth of the voluntary, prepayment health plans. 

In addition, however, the legislation such as that introduced by Senator Hum- 
phrey, of Minnesota, and embodied in Senate bill 1052 is equally important and 
necessary, This legislation would provide low interest-bearing, repayable Gov- 
ernment loans to bona fide, nonprofit, group-health plans which are in need of 
physical facilities. 

The difference between these two pieces of legislation would probably be that 
the Humphrey bill would provide a lower rate of interest and make possible 
the beginning of a policy which is similar to that embodied in the Hill-Burton 
Act but somewhat broader in scope. That policy might be described as one of 
promoting the voluntary approach to the solution of health problems through 
the system of repayable loans. We are convinced that many a community was 
not able to set up a workable and beneficial group-health plan and put such a plan 
into effect simply because they could not hope to raise the necessary capital 
for funds for facilities in the nature of a small clinic building or a small hospital 
or other facilities, 

Considerable interest, we know, has been shown in legislation such as Senate 
bill 83114 to provide for reinsurance to voluntary health plans of unsually expen- 
sive care provided to their subscribers. We doubt that this bill would have any 
appreciable effeet upon the really comprehensive plans since they are already 
providing all types of necessary care covering both basic medical care and 
catastrophic illnesses for their subscribing members. They are in effect today 
carrying their own insurance against unusual expenses for catastrophic illnesses 
for any of their subscribers. Assuming that proposed reinsurance legislation con- 
templates that the fund would be self-sustaining and not a governmental subsidy, 
it would be clear that the premium payments charged to each plan covered by this 
program would have to be roughly large enough to fully compensate the funds for 
its out payments. It is barely possible that in a period of time these premium 
payments into the fund might, because of the very broad spread of risk, be made 
somewhat less than the present costs of providing care for catastrophic illnesses 
to these plans. The only reason why we are able to say this at all is because 
the legislation does apparently provide for variable premium rates applied to 
different insured organizations at the discretion of the Secretary of the Depart- 
ment of Health, Education, and Welfare. Were this not the case, it would then 
be quite clear that reinsurance would be of help only to those health-insurance 
plans which are not comprehensive in nature and which are limited to either pay- 
ment in cash indemnity or to only particular kinds of medical care such as hos- 
pitalization. The reason for making this statement is that there is no question 
of the fact that people who have the advantage of comprehensive, group-practice 
health plans have a lower incidence of catastrophic illness than do the other 
people in the population. Consequently, unless these comprehensive plans would 
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have a substantially lower premium charged against them under a reinsurance 
program, they would not be encouraged at all by it. 

We are frankly dubious that the conception of an entirely self-sustaining 
reinsurance program involving no governmental subsidy can be coupled with the 
objective of encouraging a broader coverage of comprehensive illness by limited 
health insurance programs. And yet it is our understanding that this is pre- 
cisely what the objective of this legislation is supposed to be. We hope, there- 
fore, that this committee would see fit to give consideration not only to the 
reinsurance legislation, which we think will prove of dubious value to the best 
plans now in existence but also to legislation such as H. R. 7700, S. 1052, and 
S. 1153 (H. R. 3586), whose encouragement to the best type of voluntary health 
plan would be very certain. These three bills would all strike directly at the core 
of the problem mentioned earlier in this statement. They would offer practical 
means of enabling new plans to surmount the financial barrier that blocks their 
organization and establishment and they would provide equally practical assist- 
ance to existing plans in enabling them to expand their services to more and 
more people. 


STATEMENT IN OPPosITION TO S. 3114, 8838p CONGRESS ADOPTED BY THE HOUSE oF 
DELEGATES OF THE OREGON State Mepicat Socrery on Aprit 24, 1954 


OREGON AND WASHINGTON HAVE HAD LONGEST EXPERIENCE IN PREPAYMENT PLANS OF 
MEDICAL AND HOSPITAL CARE 


Among all the States, Oregon and Wasbington have had the longest experience 
in prepayment plans of medical and hospital care. For this reason, we believe 
that the committee, in considering this bill, will be interested in the opinion 
of the Oregon State Medical Society. 

The early prepayment plans in Oregon were established almost 50 years ago 
by individual physicians, small groups of physicians, and corporations called 
“hospital associations” usually owned by a layman, who acted as the business 
manager, and a few physicians. These plans were instituted to supply an 
organized method of providing first aid, transportation to a city or town where 
medical and hospital facilities were available, and necessary medical and hos- 
pital care for employees of logging and lumbering companies whose operations 
were usually carried on in isolated areas. Contracts were made with the em- 
ployer and usually provided for care in industrial accidents as well as in sick- 
ness and accidents not related to employment. The medical contractor was paid 
monthly by the employer by monthly “dues” deducted from the wages of the 
employee. 

The early contracts provided “service” benefits (as contrasted with “indem- 
nity” benefits) without any limit on income and were generally limited to the 
eare of accidents and “acute” illness. Later, however, these medical contractors 
began to offer more complete benefits in what was termed a “full coverage” 
contract as contrasted with the earlier “limited coverage” contract. 


OREGON STATE MEDICAL SOCIETY AND ITS COMPONENT LOCAL SOCIETIES HAVE PROMOTED 
ORGANIZATION OF NONPROFIT “SERVICE” PLANS 


Since 1930, or for almost 25 years, the Oregon State Medical Society and its 
component local societies have played an important role in promoting the organi- 
zation of local medical service bureaus and finally of the Oregon Physicians’ 
Service, a statewide plan. In these organizations, physicians participate on 
an equal basis and subscribers are free to obtain the services of physicians of 
their own choice. They are “service” plans operating on a nonprofit basis. 


EARLY CONTRACT BENEFITS COMPREHENSIVE 


The contracts of the early medical contractors provided very comprehensive 
benefits, including 6 months’ hospital ward care and all other services normally 
rendered in the hospital, 1 year’s physicians’ services, including surgical care, 
diagnostic X-ray and laboratory service, and medical care in the home or office, 
certain dental services, including extractions and treatment of Vincent's angina 
and pyorrhea, and drugs, including those prescribed outside the hospital. 

Since the early contracts protected only employees in the logging and lumber- 
ing industry—healthy young and middle-aged males whose needs for medical 
eare were not frequent, located in isolated areas making utilization of services 
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for minor injuries and illness difficult—the offering of such broad benefits was 
feasible. 


COMPLETE BENEFITS FOUND IMPRACTICABLE 


The local medical service bureaus and the Oregon Physicians’ Service pat- 
terned their contracts after those of the early medical contractors. Moreover, 
they offered these benefits at the same rates to employee groups in varied in- 
dustries and businesses containing numerous male employees of advanced years, 
as well as female employees, located in towns and cities where medical and 
hospital facilities were readily avilable. 

It was soon discovered that the experience in the logging and lumbering 
industry did not apply to the general working population. Cutbacks in benefits 
had to be made. In most instances, the provision of drugs outside of the hospital 
was eliminated. Dental benefits were commonly abolished except for care of 
fractures of the jaw. The Oregon Physicians’ Service placed the first or first 
two visits for general medical care on a “deductible” basis and reduced hospitali- 
zation benefits to 70 days in any one case, but made these benefits renewable 
in each certificate year. The early Oregon Physicians’ Service contracts pro- 
vided for an annual physical examination. This benefit, likewise, had to be 
eliminated. 


CONTRACTS INCLUDE HOSPITAL AS WELL AS MEDICAL BENEFITS 


Because the early medical contractors and the subsequently organized local 
medical service bureaus were in the field before a Blue Cross prepayment hos- 
pital service plan was established in Oregon, the former included hospital service 
benefits in their contracts. Hospital service benefits are also included in Oregon 
Physician’s Service contracts. The Northwest hospital service plan, which is 
the Oregon Blue Cross plan, offers hospital service benefits and also physicians’ 
care benefits, the latter, however, on an “indemnity” instead of a “service” 


basis. 


OREGON PHYSICIAN’S SERVICE OFFERS BROAD BENEFITS 


The basic benefits offered in the group contracts of the Oregon Physicians’ 
Service include: 

1. Hospital services: Allowance of $11 per day for seventy days per case, with 
no limit on the number of different injuries or illnesses requiring hospitalization. 
Ninety percent of all other hospital charges up to a maximum of $1,500 per 
certificate year. 

2. Physicians’ services: In surgical, fracture, dislocation, and accidental injury 
cases—in or out of the hospital. In medical cases in the hospital up to 70 days 
per case with no limit on the number of times hospitalized for different illnesses. 

3. X-ray and laboratory services: In nonhospitalized cases $60 per certificate 
year in doctor’s office or as outpatient. 

4. Dentists’ services: For fractured jaws. 

5. Maternity benefits: $60 for hospital services, $50 for physicians’ services, 
after 10 months’ waiting period. 

Dues rates for these benefits are: 


Monthly Annually 


Male qutiertis vaca os Li ahh ons tie tall si RS 5 id da Ts $2. 45 $29. 

Female employee icninewoéSamincnwinka 3.30 39. 

Employee and spouse . . 6. 55 78. 

Employee, spouse and 1 0 be 8.45 | 101. 
| 


40 
60 
60 
40 


ADDITIONAL BENEFITS AVAILABLE 


These basic benefits may be supplemented by any or all of the following ad- 
ditional benefits : 

1. Hospital services: Allowance of $14 per day for 15 days per certificate year. 

2. Physicians’ services: In medical cases, 35 home and office visits per cer- 
tificate year, subject to a first call or first two calls or $25 deductible for each 
case. 
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3. Special nursing: Allowance of $25 per day for 15 days per certificate year, 

4. Ambulance service: Allowance of $30 per certificate year. 

5. Poliomyelitis protection: Up to $5,000 per case on an 80-20 percent coinsur- 
ance basis. 

6. Major medical expense protection (including poliomyelitis) : Up to $5,000 
per case on an 80-20 percent coinsurance basis. 


BENEFITS ARE FLEXIBLE 


Every one of these basic and supplemental benefits can be varied to meet the 
needs of a particular group; e. g., the hospital ward care allowance can be $8 
per day or $15 per day instead of the standard $11 per day, or the deductible 
provision relating to home and office visits may be made on the basis of the 
first two calls instead of the standard one @all or on the basis of $15 instead of 
the standard $25. 


MAJOR MEDICAL EXPENSE BENEFITS MEET PROBLEM OF CATASTROPHIC ILLNESS 


The major medical expense benefits provide additional protection in any cata- 
trophic injury or illness on an 80—20 percent coinsurance basis up to $5,000 per 
case. These benefits are integrated with the basic and other supplemental bene- 
fits contained in the basic contract which are made “the deductible.” Thus, the 
subscriber may utilize his major medical expense coinsurance benefits as soon as 
his basic and other supplemental benefits have been exhausted. 

The subscriber may elect to use his major medical expense coinsurance benefits 
when, under his basic contract either the maximum hospital or the maximum 
physicians’ benefits have been exhausted, or when the subscriber has expended 
$1,000 in a case, or when the Oregon Physicians’ Service has expended $1,000 
in a case, or when the subscriber and the Oregon Physicians’ Service together 
have expended $1,000. The subscriber may utilize his major medical coinsur- 
ance benefits for 1 year in any one case. After that time the subscriber's 
standard contract benefits are again available to him. 


SPOUSE AND DEPENDENTS INCLUDED 


All basic and supplemental benefits, except home and office visits in medical 
cases, are available to the spouse and dependents as well as the employee. Ex- 
periments in extending home and office visit benefits to the spouse and de- 
pendents are now underway. 


COMPREHENSIVE PROTECTION COSTS ARE REASONABLE 


Most employee groups elect to add one or more supplemental benefits to the 
basic benefits. Where the employee group chooses to add major medical ex- 
pense protection, the cost of this combined broad coverage for an employee 
age 40, spouse, and dependents, irrespective of number, is $11.20 per month or 
$134.40 per year, as against $8.45 per month or $101.40 per year for basic benefits 
only. If all the available supplemental benefits are added, the cost of this very 
comprehensive protection for the entire family would be approximately $15 
per month or $180 per year. 


ENROLLMENT POLICIES ARE LIBERAL 


The Oregon Physicians’ Service has strived to provide protection to an ever- 
increasing number of the population by the following liberal enrollment policies: 

1. Including dependents in group contracts. 

2. Making group contracts available to small employee groups and depend- 
ents—as small as eight employees. 

3. Making individual contracts available to employees and their dependents 
where less than eight are employed and to self-employed persons and their 
dependents. 


CONTINUITY OF BENEFITS OFFERED 
Likewise, effort is being made to assure continuity of benefits after enrollment 
by: 
1. Continuing protection to employees and their spouses regardless of age. 
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2. Continuing protection on a payroll deduction basis to retired employees and 
their spouses on company pension regardless of age. 

3. Making individual contracts available to retired employees and their spouses 
whose employers do not arrange for their continued protection with the em- 
ployee group. 

A beginning is also being made toward continuing benefits during temporary 
unemployment. Already some of the Oregon Physicians’ Service group con- 
tracts with union health and welfare trusts provide that unemployed union 
members retain their protection for a period of 90 days of unemployment, pay- 
ment for this extended protection being made from the union health and welfare 
fund. 


GROUP PLAN FOR FARM FAMILIES UNDER STUDY 


Recently the Oregon Physicians’ Service has been working with one of the 
3 State farm organizations in an effort to develop a plan of protection especially 
adapted to farm families. Group protection for farm people has been slow in 
developing in Oregon largely because they have not shown great interest in 
prepayment plans and because farm organizations have not been enthusiastic 
about undertaking the task of enrollment and dues collection. In the meantime, 
many farm families have taken advantage of the individual contracts which 
the Oregon Physicians’ Service offers. 


“SERVICE” BENEFITS AVAILABLE TO GREAT MAJORITY 


The local medical service bureaus and the Oregon Physicians’ Service have also 
been very liberal with respect to subscriber eligibility in terms of personal 
income. For many years, persons were eligible to participate in group contracts 
on a “service” basis without any income restriction. Present Oregon Physicians’ 
Service contracts provide that where the combined annual adjusted gross income 
of the subscriber and the immediate family is $5,000 or less, physicians’ services 
are provided on a “service” basis; i. e., without additional charge. Payments 
to physicians by the Oregon Physicians’ Service in behalf of subscribers with 
greater incomes are regarded as “allowances” toward physicians’ services and 
physicians may make additional charges. 


“CAN VOLUNTARY HEALTH INSURANCE DO THE JOB?” 


Essentially the question is whether voluntary health insurance can protect the 
vast majority of Americans against large bills for medical and hospital care. 
The answer is a resounding “yes” provided certain essential insurance principles 
are observed : 

1. The premium must be adequate for the risk. 

2. The premium must be paid by the insured or, if the insured is an employee, 
in part or in whole by the employer. 

3. The insurance should not include protection against office or home care in 
short-term, nonsurgical cases; if such care is provided, it should be limited to 
a stated number of calls each year and the insured should be required to pay the 
cost of the first visit or first few visits:in any one such short-term illness. 

4. In major medical expense insurance, the insured should be required to be- 
come a coinsurer; i. e., required to pay a portion, commonly 20 or 25 percent, 
of the expense. 


TRUE INSURANCE CANNOT PROTECT AGAINST ALL MEDICAL COSTS 


It is a fallacy that all an individual’s medical and hospital costs can be met 
by any system of true insurance for the following reasons: 

1, A thoughtless or selfish minority will seek unneeded services for minor non- 
surgical illness unless the insured is required to pay a portion of the expense of 
such illness at the time he seeks the service. 

2. Many insured will incur “luxury” expenses when hospitalized that may be 
desirable but are not strictly necessary, unless they are required to pay a portion 
of these expenses at the time they contemplate incurring them. 

8. Because it costs as much to process a small claim as a large one, adminis- 
trative costs are disproportionately increased by including insurance benefits 
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in minor illness. It is estimated that under prepayment plans which include 
such benefits, the number of claims is 10 times that of plans which exclude such 
benefits. It is economically unsound to increase the cost of a $10 service to 
$11 or $12 by adding a 10 or 20 percent claim adjustment expense. 


INSURANCE INCREASES COST OF MEDICAL AND HOSPITAL CARE 


It should be kept in mind that insurance does not decrease the total cost of 
medical and hospital care but increases it by adding the costs of the many forms 
of administration that insurance involves and by increased utilization by the 
policyholders. The more complex the insurance system the more costly it is. 
Reinsurance adds to the complexity of insurance and hence increases insurance 
costs. 

It should also be noted that insurance requires hospitals, physicians, and other 
purveyors of services to use written and telephonic communication to establish 
the patient’s eligibility for insurance benefits, to make numerous reports and in 
other ways adds materially to their overhead costs. Since insurance has come 
to play such a large part in medical and hospital care, it has been necessary for 
many hospitals and physicians to employ additional office personnel to handle the 
increased load of office work. 


BRINGING THE INDIGENT AND MEDICALLY INDIGENT UNDER INSURANCE IS UNSOUND 


True insurance must be self-sustaining from the premiums paid by the insured. 

To bring the indigent and medically indigent into an insurance plan with the 
premiums for their coverage paid by Government unnecessarily increases the 
cost of their care. Their needs can be most economically met by providing it 
directly through local and State governments and/or local private agencies with- 
out involvement in insurance administrative and claim procedures. 


REINSURANCE AVAILABLE FROM PRIVATE SOURCES 


It has been our experience that reinsurance is available from private sources. 
The Oregon Physicians’ Service reinsures its poliomyelitis protection with Lon- 
don Lloyds and its major medical expense protection with the Northern Life 
Insurance Co. There is no need to put the Government in the reinsurance busi- 
ness in competition with the private companies. 


EXPERIMENTATION IS AN ACKNOWLEDGED OBLIGATION OF VOLUNTARY PLANS 


The declared purpose of this bill is to encourage voluntary health insurance 
plans to exreriment in broadening the type, range, amount, and duration of 
benefits and the number and type of beneficiaries through reinsurance. Experi- 
mentation has been practiced in Oregon for many years. 

The Oregon Physicians’ Service and our local medical service bureaus have 
always provided extensive benefits. In some instances the protection has been 
so complete as to be impracticable. As the insurer of all the benefits offered, 
including hospitalization, drugs, and special nursing, the physicians of the State 
have borne substantial losses by taking as their compensation in reduced, pro- 
rated fees what was left after all other services were paid for. In this way, 
the medical profession of Oregon during the past 10 years has contributed more 
than a million dollars toward the development of prepayment medical and hos- 
pital care. We have made this contribution willingly that we may retain our 
freedom of enterprise. We do not want and would not utilize reinsurance 
offered by the Federal Government. 

The Oregon State Medical Society believes that a sincere effort has been made 
to meet the need for prepaid medical and hospital care, that a broad coverage 
is being provided, that continuous experimentation has been and is being carried 
on to broaden benefits and to bring them to more people and groups. Undoubt- 
edly the widespread competition that has prevailed and continues to exist in 
the prepayment field in our State, involving the commercial hospital associa- 
tions, insurance companies, the Kaiser Permanente Foundation, Northwest Hos- 
pital Service Plan (Blue Cross), and the Oregon Physicians’ Service and local 
medical service bureaus (Blue Shield), has stimulated experimentation and 
resulted in the more comprehensive benefits that Oregon’s people enjoy. 
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THIS BILL PROVIDES SUBSIDIZED GOVERNMENT REINSURANCE 


The reinsurance plan provided in this bill is presented as a self-sustaining 
program and not a subsidy. However, the bill subsidizes the reinsurance plan 
to the extent of the entire administrative cost for the first 5 years. The Secre- 
tary of Health, Education, and Welfare has asked for $1,250,000 for admin- 
istration during the first year. 

Moreover, the bill provides an appropriation of $25 million to start the rein- 
surance plan. If the plan proves not to be self-sustaining from premiums 
received from voluntary health insurance organizations, all or part of this sum 
will become a subsidy. If this bill is enacted into law, we predict that it will 
soon become apparent that Government reinsurance is not the answer to the 
expansion of voluntary health insurance plans and that the inevitable next move 
will be frank, outright Government subsidy of voluntary plans—the historical 
intermediate step toward a national compulsory health insurance system. 

Government subsidy and Government regulation are inseparable. The United 
States Supreme Court has made this fact clear in its pronouncement that “it is 
hardly lack of due process for the Government to regulate that which it 
subsidizes.” 

The voluntary health insurance plans will never satisfy those who demand 
that all the population be covered for all the medical and hospital care they 
want. No sound insurance system can reach this totally unrealistic objective. 
Nor can any government do it without bankrupting its people or lowering their 
standard of living. 


SpeciAL Acts AFFECTING PREPAYMENT MepicaL CARE PLANS—SurveEyY THROUGH 
1953 COMPILED BY COOPERATIVE HEALTH FEDERATION OF AMERICA 


The attached chart and summary of special acts show the type of State statute 
authorizing prepayment, medical-care plans existing in each State having such a 
statute as of the end of 1953. The year appearing immediately below the name 
of the State at the top of the chart indicates the time of enactment of the first 
statute on the subject. The summary likewise shows the year of enactment and 
the current code section number. Amendments are not indicated in each instance 
in the interest of conserving space, but will be found in the supplements to the 
code under the same section number. 

The breakdown in the chart is designed to indicate at a glance the nature of 
the special act in each State. The first breakdown shows the most important 
aspect—whether the legislation is designed for use for only professional-con- 
trolled plans, or for both professional- and consumer-sponsored plans through the 
same act or a separate parallel act. 

“Restrictive” means that act is designed for only professional-controlled plans, 
commonly called Blue Shield plans. 

“Mandatory” means that the restrictive act grants professional-controlled 
plans a monopoly in the prepayment, medical-care field, since as a practical 
matter it would be impossible for consumer-sponsored plans to operate under 
these acts. 

“Permissive” means that the restrictive act, while designed for the exclusive 
use of professional-controlled plans, does not require that all prepayment, medi- 
cal-care plans be organized under that act. Thus the benefits of the act do not 
extend to consumer plans which must organize under other corporation statutes 
and are exposed to the common-law prohibition against corporate practice of 
medicine and against adverse rulings under insurance laws, which situation may 
exist in that State and bar operation of consumer plans as a practical matter. 

“Open” means that the special act is not designed for either type of plan and 
may be used by both. 

“Separate act” means that in that State there is a parallel, separate act for 
consumer-sponsored plans granting approximately the same rights to those plans 
as are afforded in the so-called Blue Shield act existing in the same State. 

The elements of State regulation appearing in the chart show very little, if 
any, requirements for many of the restrictive acts. Real regulation exists only 
where a State license is required, coupled with power in the State to suspend or 
revoke the license. Only partial regulation exists where approval of the contract 
forms and rates is required without the requirement for license. Only pseudo 
or apparent regulation exists where filing only of contract forms and rates is 
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required, without necessity of a license. This latter situation exists in many of 
the States, such as Minnesota, but is not shown specifically on the chart which 
is designed to show whether a given State actually exercises some regulation 
through a license or approval of contract forms or rates. Exempton from insur- 
ance laws and from taxation exists in many States. It will be noted that under 
the classical standards for tax exemption many plans operating under these 
special acts did not measure up and have tax exemption only by virtue of a 
section in the special act. 

The elements of professional control show the decisive provisions which charac- 
terize the special act as being restrictive in the sense that it may be used only 
by the organized medical profession. This is obvious where all or at léast a 
majority of the incorporators and/or directors must be doctors or persons ap- 
proved by the medical association. It is less obvious where the special act is made 
part of the preexisting Blue Cross statute. However, an inquiry into the situa- 
tion in those States will readily show that since the Blue Cross hospital plan 
is under the influence of the medical profession, the Blue Shield plan will auto- 
matically fali under the same influence. In any event, where the Blue Cross 
and Blue Shield statutes are combined it is impossible for consumers to operate 
a democratically controlled plan. Where the special act required participation 
by a specified number of licensed physicians in the area or the State, it is 
obvious that the plan could not operate under such an act without sponsorship 
or endorsement by the county or State medical society, or by both, and the 
Society involved would naturally reserve such endorsement for its own Blue 
Shield plan. 

Many of the restrictive acts require free choice of physician as an essential 
ingredient in any plan operating under the act. This means that a subscriber 
to the plan would be free to choose a different physician in any part of the 
State for each item of medical service required. At first blush this might seem 
to be a desirable provision, but on closer inspection it will be found to be the 
device used by the organized medical profession to perpetuate the fee-for-service 
method of paying for medical services, to the exclusion of all other methods. 
A plan embodying free choice as narrowly defined by the medical profession 
is actuarially feasible only if all of the physicians agree to a special fee schedule. 
Obviously such a uniform fee schedule on a _ statewide basis could not 
be effected other than through a State medical association, which would naturally 
reserve such action for the exclusive benefit of its own Blue Shield plan. As a 
practical matter it would not be possible for a consumer-sponsored plan to 
obtain an agreement from the medical profession on a fee schedule which would 
constitute the entire payment for the item of medical service rendered to people 
within the specified income brackets. 

Since free choice automatically involves a fee schedule, Blue Shield plans are 
necessarily very limited in the number of services or amount of indemnity pro- 
vided. They often exclude the first items of service and limit the number or type 
of professional calls available in any illness or contract year. Some are limited 
to surgery and to calls at the hospital and exclude office and home calls. Fee 
for service always involves a pyramiding of costs as specialist’s care is re- 
quired, and in every case where more than one physician is involved the overhead 
of each physician adds to the total cost as reflected by the fee schedule. Thus 
in order to have a saleable contract, meaning one that would fit the budget of 
most people, the benefits available must necessarily be scaled down. 

On the other hand, a consumer-sponsored plan usually embodies group practice 
of medicine with prepayment. The central principle in group practice is that 
the science of medicine is so vast and complex that it cannot be mastered by 
one individual, and that only a balanced group of general and specialist practi- 
tioners, free to consult with each other, and practicing medicine as a group are 
best able to combine the knowledge and skills in order to effect the best diagnosis 
and treatment. Free choice, as narrowly defined by the medical profession, 
and as such made a mandatory part of a State law, would make group practice 
impossible. 

In the broad sense free choice should include in its meaning the right of a 
consumer of medical services to freely choose to seek care from a solo practi- 
tioner or a group of practitioners practicing as a clinic, as well as freedom to 
join or to quit a group-practice plan. Incidentally, the State laws containing 
the typical free-choice section, as narrowly defined, actually or tend to make 
impossible the operation of group-practice plans, worthwhile as they may be. 
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Experimentation for all types of plans with different methods of prepayment, 
different types of benefits, and with or without group practice, would be desirable 
in a free economy where public acceptance should be the ultimate test for 
success. Many State special acts restrict experimentation, and some actually 
limit activity in the field to one stereotyped plan, This situation is undesirable 
and should not be tolerated in a democracy. 

Any Federal plan designed to make more and better medical care available to 
more people should not be drafted without considering the limiting effect of 
these special State acts. 

Further, any proposal for a Federal-aid plan should consider that it may have 
the possible effect of endorsing the existing restricted situation, and of adding 
strength to a trend toward class domination of the field of medical economics, 
all because of the underlying basis created by existing State legislation. 

(In the summary under Restricted Acts, Illinois, Massachusetts, and Wiscon- 
sin are not included since a parallel separate act permits consumer-sponsored 
plans. Thus the States listed under restrictive acts have no provision for con- 
sumer-sponsored plans by either a separate or open act.) 
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STATEMENT ON S. 3114 py AMERICAN MUTUAL ALLIANCE, Cuicago, ILL. 


The American Mutual Alliance is an association of 113 mutual insurance 
companies. We have an interest in the subject matter of S. 3114 because a 
number of our mutual casualty members write accident and health insurance. 

The stated purposes of S. 3114 are laudable inasfar as they are addressed to 
the encouragement and stimulation of private initiative in making good and 
comprehensive health services generally accessible on reasonable terms, through 
adequate health service prepayment plans, to the maximum number of people. 

Nevertheless, there is no need for a program of Federal reinsurance of accident 
and health insurance plans. The amount at risk under most of such plans can 
be assumed readily by the insurers without danger to their financial structure. 
In those instances where reinsurance is-necessary or desirable, it is presently 
available from private sources. It is therefore entirely unnecessary for the 
Federal Government to be put to the expense which enactment of S. 3114 would 
involve. While reinsurance operations under the bill are designed to be self- 
sustaining, payment of administrative expenses for the first 5 years are to be 
paid from general revenue. We understand an estimate has been made of 
$1,250,000 for such expenses for the first year. This may well be too low intially, 
and the figure is almost certain to increase for subsequent years. 

We do not think enactment of this measure will accomplish its stated purposes. 
Voluntary health insurance has had a very rapid growth in recent years. If this 
rate of growth continues, and there is no opinion or evidence that it will not, 
nearly all of the country’s population will soon have health-insurance protection 
if they are able to pay for it. If they are not, enactment of S. 3114 will not enable 
them to purchase coverage. Taking care of those who find themselves in this 
unfortunate position is not an insurance problem but one of public assistance, 
which should be dealt with at a local level. For those who can purchase coverage, 
increasingly broad protection is available. Insurers are experimenting con- 
stantly in new areas. The incentive’'to do so comes from free and active compe- 
tition among them, and 8S. 3114 is not needed and would not serve any useful 
purpose in this regard. 

Under S. 3114 Federal reinsurance of health-insurance plans would be available 
only if not obtainable from other sources. Due to the existence of private 
reinsurance facilities to the full extent necessary or desirable, we believe the 
program would not be used to any appreciable degree. We further believe that 
therein lies a road and present danger to private enterprise. Once §S. 3114 is 
enacted and Federal reinsurance facilities are set up but not used, there is a 
likelihood that an effort would be made to remove the restriction against compe- 
tition with private insurers. Once Government is in competition with private 
enterprise, eventual monopoly by it is a threat which cannot be disregarded. 

To the extent that Federal reinsurance was availed of, S. 3114 would put the 
United States into a new area of insurance business.. Not only does S. 3114 
put the Federal Government into competition with private insurance, it also 
provides for Federal regulation of the latter. In order to qualify a particular 
health-insurance plan for reinsurance, all details of the contract except rates 
(and including them under certain circumstances) would have to be approved 
by the Secretary. The American Mutual Alliance is of the view that the 
insurance supervisory officials of the respective States are.the proper persons 
to regulate the writing of insurance, 

The Congress is already on record as stating its general policy that continued 
regulation of the business of insurance by the States is in the public interest. 
Public Law 15 vf the 79th Congress, Ist session, enacted in 1945, enunciates 
this policy as follows: 

“The business of insurance, and every person engaged therein, shall be subject 
to the laws of the several States which relate to the regulation or taxation of 
such business.” 

That policy should not now be disturbed through the instrumentality of a 
bill which would directly inject regulatery powers of the Federal Government 
into the business of accident and health insurance. 

A further objection to S. 3114 is the broad powers placed by it in the hands 
of the Secretary of Health, Education, and Welfare. While not attempting to 
resolve the question of whether or not the bill is unconstitutional, we believe 
that the authority which it vests in the Secretary is too great. 

In short, we believe S 3114 is neither necessary nor desirable legislation. We 
therefore respecrfully urge that it not be enacted. 
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NATIONAL FAMILY SURVEY OF MEDICAL COSTS AND VOLUNTARY 
HEALTH INSURANCE 


By Odin W. Anderson, Ph. D., Health Information Foundation, New York, N. Y. 
FOREWORD 


What progress have we made as a Nation during the past 20 years in pro- 
tecting ourselves from the unpredictable costs of illness through various health 
insurance plans whick have been developed? 

How adequate is the health protection now carried by nearly 90 million 
Americans? And how far can the prepayment method be extended to cover 
groups and individuals not now protected? 

To provide information about medical ¢osts today and how American families 
are meeting them—treliable facts which can be of assistance in improving and 
extending presert health insurance methods and practices—Health Information 
Foundation sponsored a series of four independent research projects. 

The results of one of these, a national family survey of family medical costs 
and voluntary health insurance, are presented in this report. The survey was 
completed in January 1954, and is based on fieldwork conducted during June 
and July 1953. It provides for the first time in 20 years a comprehensive, 
nationwide picture of medical costs actually incurred by families, and docu- 
ments many important facts which had been lacking. 

The three other projects are described on page 79 of this booklet. 

Health Information Foundation, organized in 1950 as a nonprofit organiza- 
tion, has been supported as a public service by 165 drug, pharmaceutical, 
chemical, and allied companies Its current studies of medical costs and health 
insurance are part of a bread fact-finding and public information program 
dealing with economic and social aspects of health problems. The purposes 
and activ’ties of the foundation are described elsewere in this booklet. 

KENNETH WILLAMSON, 
Erecutive Vice President, Health Information Foundation. 


INTRODUCTION 


This is a report on the extent of voluntary health insurance in the United 
States in July 1953, and the distribution of the volume and costs of personal 
health services experienced by families, permitting a comparison of families with 
some protection as against those with none. Disability insurance is not included 
although it is recognized that along with life insurance it may be used to defray 
the costs of personal health services, but neither type of insurance is designed 
specifically for that purpose, as is true of insurance covering hospital, surgical, 
and other medical costs. 

The survey was conducted by the national opinion research center, University 
of Chicago, and sponsored by Health Information Foundation. The general 
problem to be investigated was defined by Health Information Foundation in 
consultation with representatives of Blue Cross, Blue Shield, private insurance 
companies, medicine, public health, and the social sciences. Jacob J. Feldman 
of the national opinion research center was responsible for the technical aspects 
of collecting and tabulating the data, and the foundation undertook the task of 
organizing, interpreting, and disseminating the results. Consultants to the 
research director of the Health Information Foundation for this purpose were 
Franz Goldmann, M. D., C. Rufus Rorem, Ph. D., C. P. A., and Louis I. Dublin, 
Ph. D. The fieldwork was conducted during July 1953 covering the prior 12 
months, 

The survey is based on single interviews of 2,809 families in their homes. The 
families comprise 8,846 individuals representing a national sample of the popula- 
tion of the United States subdivided by age, sex, income, size of family, rural- 
urban, occupation, and region. 

A sample of area probability type was used in this study. It was drawn by 
the same methods as those used by the United States Bureau of the Census in 
the current population survey. Estimates derived from it are, therefore, gener- 
ally reliable within small margins. The representativeness of the sample was 
checked, wherever possible, by comparing estimates derived from it with data 
independently derived by the Bureau of the Census and other Government 
agencies. 
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This study is a consumer survey, the first national survey of this kind since 
the series of studies conducted by the committee on the costs of medical care 
from 1928 to 1932. 

The four parts of this preliminary report are: 

1. Extent of voluntary health insurance as of July 1953. 

2. Family expenditures for personal health services and voluntary health 
insurance during the survey year. 

8. Utilization of personal health services and voluntary health insurance 
during the survey year. 

4. Debt among families due to cost of personal health services as of July 1953. 

This report will lead to a full and detailed monograph late in 1954 which will 
include a description of the methodology, further refinement of the data, and 
similar matters necessary to complete a full report of the study. 


Optn W. ANDERSON, PH.D., F. A. P. H. A. 
Research Director, Health Information Foundation, New York City. 


JANUARY 14, 1954. 
1. ExTENT oF VOLUNTARY HEALTH INSURANCE AS OF JULY 1953 


PART I HIGHLIGHTS 


1. Over 87 million people, or 57 percent of the population, have some hospital 
insurance. 

2. Over 74 million people, or 48 percent, have some surgical and other medical 
insurance. Most of the 48 percent have only surgery and inbospital physicians’ 
services but 4,900,000 have substantially complete physicians’ services. 

8. By occupation, there is a variation of 33 to 90 percent with some type of 
health insurance. 

4. By family income, 41 percent of those under $3,000 have some type of health 
insurance, and 80 percent of families over $5,000. 

5. In urban areas 70 percent of the families are enrolled in some type of health 
insurance and in rural-farm areas, 45 percent. 

6. 80 percent of the families with health insurance obtained insurance through 
their place of work or through an employed group. 

In July 1953 there were over 87 million people, or 57 percent of the population 
of the United States, enrolled in voluntary health insurance and protected against 
part of the costs of hospital services, and over 74 million people, or 48 percent of 
the population protected against part of the cost of surgical and other physicians’ 
service. These figures were derived from house to house interviews of a repre- 
senative national sample of 2,809 families, comprising 8,846 individuals, sub- 
divided by age, sex, income, family size, rural-urban, occupation and region. 
Thus it has been pessible for the first time to project, with a high degree of 
validity, the extent of enrollment in voluntary health insurance in the United 
States. 

Total enrollments of over 87 million in hospital insurance and over 74 million 
insurgical and other medical services did not take place suddenly, to be sure, but 
expansion since 1940 has been phenomenal. In 1940, approximately 9 percent 
of the population was enrolled in hospital insurance as against 57 percent today. 
Four percent of the population was covered by surgical insurance compared with 
48 percent today. That there has been great demand is self-evident. Who are 
the people enrolled and where are they? What is the enrollment by income, oc- 
cupation, region, and rural-urban characteristics? If the present expansion is 
to continue unabated, to what segments of the population must voluntary health 
insurance be made available? This report will document facts which have here- 
tofore been expressed mostly as opinion, and it is now possible to answer the 
foregoing questions in some detail. 


1. National and regional enrollment 


Over one-half of the population in the United States is enrolled in some type 
of hospital insurance, divided almost equally between Blue Cross and private 
insurance companies. Almost one-half of the population is enrolled in surgical 
or other medical insurance of which about 5 million, or 3 percent, are covered 
by substantially complete physicians’ services. In surgical or medical insurance, 
private insurance companies enrollment exceeds that of Blue Cross and Blue 
Shield. 

Some duplication of enrollment is evident in that slightly over 10 percent of 
the people who carry hospital insurance have more than 1 hospital policy and 
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slightly more than 10 percent of the people who have surgical or medical cover- 
age have more than 1 policy. Sometimes persons are covered for the same serv- 
ice by more than one policy in order to bring their protection into line with pre- 
vailing costs. Other times it may be that people are protected in excess of pre- 
vailing costs which leads to overinsurance. (See table 1, appendix) 

The total number of people enrolled in insurance is, of course, a basic indica- 
tion of sheer volume, but the degree of protection afforded should also be known 
in order to evaluate what the coverage means. Lacking any standards as to 
“adequate” coverage in terms of range of services, it would be difficult to assess 
the coverage even if the nature of the services provided or indemnified were 
known. For those who believe that services provided on a prepayment basis 
should be substantially complete, the adequacy of the coverage is, of course, very 
low because there are relatively few people with complete coverage today. For 
those who believe that services provided on a prepayment basis should cover 
hospital care and inhospital physicians’ services only, the adequacy of the pres- 
ent coverage would be judged in a more favorable light. 

The enrollment by regions in the United States shows some variation. (See 
table 2, appendix.) A higher percentage of the population is enrolled in the 
Northeast and North Central than in the South and West. When these data 
are broken down by type of insurer, enrollment in private hospital insurance is 
double that of Blue Cross in the South and West, whereas Blue Cross has some- 
what more than private insurance company enrollment in the Northeast and a 
slight edge in the North Central region. For surgical and other medical in- 
surance, private insurance companies have twice the enrollment in the South 
and West over Blue Cross and Blue Shield, and also have a slight excess in the 
North Central region, but are behind the Northeast. 


2. Enrotiment by work status and occupation 


The main earners in the families who are employed either by private em- 
ployers or by government, and therefore largely on a group enrollment basis, 
have generally a larger percentage of people enrolled than do the self-employed. 
(See table 3, appendix.) When enrollment is broken down by occupation there 
is a range of 33 to 90 percent of people in specified industries enrolled in some 
type of insurance. (See table 4, appendix.) Those employed in agriculture, 
forestry, and fisheries have the lowest proportion enrolled, and people employed 
in mining and manufacturing have a very high proportion enrolled. 

The self-employed and people employed in very small groups are a particular 
problem facing health insurance plans today. The relatively low enrollment 
of people in this segment of the population is not necessarily a measure of the 
unavailability of health insurance to them, but it certainly indicates that they 
are not availing themselves of insurance for one reason or another. The un- 
avoidably high cost of acquisition, waiting periods, and the limitations on bene- 
fits to prevent self-selection are common problems to be faced in the enrolling 
of self-employed groups, in contrast to enrollment of employed groups. Thus, 
it is necessary for voluntary health insurance to devise means whereby people 
without a common employer or in a very small groups can be grouped in order 
to be enrolled with as low an acquisition cost, as few limitations in benefits, 
and the same premiums as those now experienced by large employed groups. 
Again, in examining these tables, it should be borne in mind that they reveal 
only the extent of enrollment, since no attempt is made to determine the ade- 
quacy of coverage by whatever standard one wishes to adopt. 


3. Enrollment by family income 


One hears a great deal about protection against costs of personal health 
services for the middle income group, since it is often said that the poor and 
the well-to-do obtain good medical care without insurance, but the family in the 
middle needs some method of pooling costs. Also, one hears that voluntary 
health insurance is designed for low income as well as for middle income. 

For the purpose of meeting costs of personal health services, it is difficult 
to determine low-, middle-, and high-income, because they do not necessarily cor- 
respond to even statistical divisions but must be related to ability to pay for an 
accepted standard of living as well as for unpredictable costs of personal health 
services. Thus, no definitions are proposed here, but the percent of enrollment 
in some type of insurance by family income will be presented. For families under 
$3,000, 41 percent have some type of health insurance ; between $3,000 and $5,000, 
the proportion increases to 71 percent ; $5,000 and over, 80 percent. (See table 
5, appendix.) It is apparent-that there is quite a break between the family 
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income under and over $3,000. It is reasonable to assume that the group under 
$3,000 contains more old people and farmers than the groups over $3,000. 

The median income in families with some insurance is approximately $4,500, 
which means that half of these families earn more than $4,500 and half earn 
less. The median income for families without some protection is $2,700. The 
median income of all families is $3,900. Approximately 20 percent of the families 
in United States earn less than $2,000 annually, and approximately 30 percent 
of these families have some type of coverage. Since 5 to 6 million people at 
any one time receive public assistance, they are part of the 20 million under 
$2,000 a year income or approximately 25 percent of this income group, and they 
are not able to purchase health insurance. 

4. Enrollment by age of family head 

The proportion of families enrolled by age of male family head shows relatively 
small differences until after age 65, at which point there is a sharp drop from 
near 70 percent to 50 percent and after age 75, a further drop to 35 percent. 

Families with female heads have an appreciably smaller percentage enrolled 
in some type of insurance, but also show a distinct drop after age 65. (See table 
6, appendix.) On an average, 66 percent of the families with male heads are 
enrolled in some type of health insurance and 48 percent of the families with 
female heads. 


5. Enrollment by rural-urban areas 


Rural areas have less enrollment in voluntary health insurance than urban 
areas. As measured by families, 70 percent of urban families have some type 
of insurance and 45 percent of rural-farm families. For hospital insurance 
alone, 63 percent of the individuals in urban areas carry hospital insurance, and 
38 percent in rural-farm areas (see tables 7 and 8, appendix.) The differences 
in urban and rural areas are a reflection of the opportunity of voluntary health 
insurance to enroll employed groups in urban areas and the difficulties of creating 
groups for insurance purposes in rural areas. Farmers do have access to health 
insurance policies on an individual basis, but as discussed previously, health in- 
surance sold on an individual basis costs more and has more limitations in benefits 
than group contracts. The chief problem is one of creating groups for health 
insurance purposes. 


6. Other considerations in enrollment 


The overwhelming proportion of families, 80 percent, enrolled in some type 
of health insurance obtained their policies through their place of work or some 
other group. Nine percent of the families held policies which had been obtained 
while members of a group, but had retained their policies on an individual basis 
after leaving the group. Finally, 32 percent of the families were carrying 
policies which had been obtained as individuals, and not through a group. It 
will be noted that these percentages add up to more than 100 percent because 
some families had more than one kind of policy. Again, it is necessary to under- 
score the need for creating groups among individuals who are not in employed 
groups if health insurance is to enroll a larger proportion of the population. 
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TABLE 1.—Hstimated number of persons having voluntary health insurance, by 
kind of insurer 


Estimated 
number in 
civilian non- 
institutional 
| population ? 


Millions 
89.5 


Percentage of 
persons in 
sample with 
coverage 


Type of protection and kind of insurer ! 


HOSPITAL 


Net total, after eliminating duplication _-_- 
Blue Cross - - - - Paweiee ; 
Group private 

Individual vrivate 

Independent and other. --- 

Insurer unknown 


SURCICAL OR MEDICAL 


Net total, after eliminating duplication _- s hab juths . | 

Blue shield and Blue Cross. __. ‘ . — | 9 | 29.1 
Group private dl J ‘ — | 25.9 
Individual private -- : eens a ‘ ‘ 14.7 
Independent and other- ‘ wei 7 “ . ; a5 } 10.5 
Insurer unknown | ‘ 


OTHER 

Dread disease . - . ptvireiaceedin bial — we getiteast 6.0 

Major medical expense arene &@ 
| { 


' In classifying insurers the definitions were those used in the Report of the President’s Commission on 
the Health Needs of the Nation, vol. 4 (U. 8. G. P. O. Washington, 1953). See table No. 11.5, especially 
footnote p. 336 

2 The civilian noninstitutional population for July 1(53 is estimated at 154.6 million. Based on _U. 8. 
Bureau of Census Current Population Reports Population Estimates, series P-25, No. 79and U.S. Census 
of Populstion: 1950, vol. IV, Special Reports, pt. 2, ch. C. Institutional Population, p. 13. 

’ Less than one-half of 1 percent. 

‘ Since a good many individuals (7.5 million) were covered by more than 1 kind of insurer for hospital 
expenses, this net total is less than the sum of the totals for the different kinds of insurers. The net total of 
87.4 millious represents the number of persons with hospital expense protection, eliminating duplication by 
2 or more different kinds of insurers. Another 1.6 million persons have 2 or more plans or policies with the 
same kind of insurer covering hospital expenses, but this kind of duplication does not appear in the totals 
for the different kinds of insurers which show number of persons covered by 1 or more group private, indi- 
vidus! private, etc., hospital policies. 

5 These figures include 4.9 million persons who belong to plans which provide substantially complete 
medical service; the remainder are covered only for surgical fees or for limited medical service. 

6 This net total of 74.5 million represents the number of persons with surgical or medical expense protec- 
tion, after eliminating duplication of such coverage by 2 or more different kinds of insurers for 6.2 million 
persons. 

Another 2.9 million persons have 2 or more plans or policies with the same kind of insurer, but this kind of 
duplication does not appear in the totals for the different kinds of insurers. 

7 Less than one-half of 1 percent (about 0.3 percent) were covered by major medical expense protection. 


TABLE 2.—Percentage of persons in each geographical region with voluntary 
health insurance, by type of coverage 


Type of in- 
Region surance 
hospital ! 


Surgical or 
medical 2 


Percent Percent 


62 
64 
49 
47 


1 These figures are net of estimated duplication; i. e., they represent the percentage of persons covered by 
at least 1 hospital plan or policy. 

2 These fizures are net of estimated duplication; 1. e., they represent the percentage of persons covered by 
at least | sureical or medical insurance plan or policy. 
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TaBLe 3.—Percentages of families with voluntary health insurance, by work 
status and occupation of main earner in the family 


Percentage of 
+ families in 
Work status and occupation of main earner in the family All families | each group 


in sample with some 
coverage | 





Total, al] families 


Currently working full time ? 

Working only part time, seasonally, or une mployed 
Retired, disabled 

Student, housewife, or otherwise not seeking work 


CURRENTLY WORKING FULL TIME 
Total, for private employers *__.........-..-- 


Professional. 
Managers, officials (exce pt farm). 
Clerical and kindred workers 


Cc raftsmen, —— n, etc 

Operatives (se miskilled) : 
Private household workers and service workers. 
Farm managers, foremen, laborers, etc 

Laborers. - . . re 
Occupation indeterminate 


Total, for government § 


Prcfessional, officials, clerical. .................---..------.- satexs ; 
Craftsmen, operatives, service, laborers...........................--....- 


Total, self-employed_..-_- 


Professional and sales___.- 
Farmers... 

Proprietors hassles a ‘ 
‘Tradesmen. ._____..._- 30 








1 Families included as having some coverage have at least 1 person covered by a hospital, surgical, medical , 
major medical expense, or dread disease (or polio) policy. Families with only accident or disability insur- 
ance are not included here. 

2 Includes 6 families where main earner’s class-of-worker status was indeterminate. 

* These figures do not include 87 families where the main earner was currently working full time but 
engaged in odd jobs, domestic, or migratory farm work for various private employers, the work being of a 
non-steady character. Among such families, 40 percent had some coverage. 

4 Percent not computed for groups of less than 50 families. 

§ These figures do not include 33 families where the main earner was in the armed services. In these 

amilies, 30 percent had some coverage. 


TABLE 4.—Percentage of families with voluntary health insurance, by industry 
of main earner 





| 

Percentage of 
families in 

Industry of family’s main earner All families | each group 

with some 

coverage 





Percent 
Total, main earner currently working full-time - - . 


iprtonitere, mestiry 4 and fisheries... 
ining... recut 
Construction .._....-.- aban 
Manufacturing-..___..-.- 

Durable goods--__.... 

Non-durable goods... 
cyemsoereatien. communication and public utilities... 
Wholesale and retail trade. 
Financ’, insurance, real estate and business services. - -- 
Personal services and repair services. - .- ose 
Entertainment and.recreation services 
Professional and related services. oe 
Public administration and armed forces !_- scienitnt aaah ohn atee 
Industry indeterminate.............-.......-.- 





1 30 percent of the families with main earner in the armed forces had some coverage. 
3 Percentages not computed for groups of less than 50 families. . 
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Taste 5.—Percentage of families with voluntary health insurance, by income 
group 


Percentage of 
Annual family income ! | All families | families with 
Some coverage 





ie To di ae ec albeaceinisineaneeccitinaianndan 


Under $3,000 

$3,000 to $4,999......_.. 
$5,000 and over 
Income’unknown 





1 This breakdown by family income shows roughly the lowest third with family ine»me under $3,000, the 
middle third with family income $3,000 to $4,999, and the highest third with family income $5,000 and over. 
2 Percentages not computed for groups of less than 50 families. 


TABLE 6.—Percentage of families with voluntary health insurance, by sex and 
age of family head 


Pereentage of 
; families in 
Age and sex of family head All families | each group 
| with some 
coverage 





| Percent 
Darel | ae i a ain o Shp odtkendd beth iad hk 5 y 
With male head, total __..... aan <ul Ooh nabiininan’ odnsdivensre><at4 


Under 25..........- 
yg 


SSSANSws | Sls 


Age indeterminate....__.._... i dale denne daca Seti bibiidb thldnitiedida aged asl 
With female head, total 











1 Percentages not computed for groups of less than 50 families, 


= 


TABLE 7.—Percentage of families with voluntary health insurance, by type of 
locality 


Percentage of 
Type of locality All families | families with 


some coverage 


Percent 
63 


70: 
57 
45 


1 For definition, see; U. 8. Bureau of the Census, United States Census of Population 1950. Vol. I. 
Number of Inhabitants, chapter 1; United States Summary. U, 8. Government Printing Office, Wash- 
ington, D. C., 1952, p, xiv. 

4 Ibid. p. xiv and U.S, Bureau of the Census. United States Census of Population 195). Vol. II. Char- 
acteristics of the Population. Part 1, United States Summary, Chapter B. U.S. Government Printing 
Office, Washington, D. C., 1952, p. vii. 

+ Ibid. p. xiv, op. elt, volume II, p. vii. 
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TABLE 8.—Percentage of persons with hospital insurance (nonprofit and private), 
by type of locality 


Percentage 
of person s 
with hospital 
insurance 


Type of locality All persons 


Percent 
Total_- ‘ ‘ 8, 846 


Urban _. bee 5, 436 
Rural nonfarm - _- 1, 801 
Rural farm - 


Norte.— For definitions, see table 7. 


2. EXPENDITURES FOR PERSONAL HEALTH SERVICES AND VOLUNTARY HEALTH 
INSURANCE DURING SuRVEY YEAR 


PART II HIGHLIGHTS 


1. The total annual charges for personal-health services incurred by families 
in the United States is $10.2 billion. 

2. Of these $10.2 billion, physicians charge $3.8 billion (37 percent), hospitals 
$2 billion (20 percent), prescriptions and medicines $1.5 billion (15 percent), 
other medical goods and services $1.3 billion (13 percent), and dentists $1.6 
billion (16 percent). 

8. Of all charges incurred by families, 15 percent is covered by insurance 
benefits. Broken down by type of service: Hospital services, 50 percent; all 
physicians’ services, 13 percent; surgery, 38 percent; obstretrics, 25 percent. 
The proportion paid by insurance for other benefits was nonexistent or nezli- 
gible because they are usually not covered. 

4. The average charges for all personal-health services is approximately $207 
per family ; one-half of the families have more than $110. 

5. The families with insurance incurred a total median cost over twice as great 
as those without insurance, $145 compared with $63. 

6. Seven percent of the families, or approximately 3,500,000 families, incurred 
charges in excess of $495. 

7. One-half of the families paid out 4.1 percent or more of their incomes. 

8. Approximately 1 million families paid out amounts equaling or exceeding 
one-half of their annual incomes, of which approximately 500,000 families paid 
out amounts equaling or exceeding 100 percent of their incomes. 

9. Among families receiving hospital-insurance benefits, 50 percent had 89 
percent or more of their gross hospital charges covered by hospital insurance. 

10. Among families receiving surgical-insurance benefits, 50 percent had 75 
percent or more of their gross surgical charges covered by surgical insurance. 

In the present survey it has been possible to project the total amount of charges 
for personal health services incurred by families by a direct examination of 
family expenditures among a representative national sample of 2,809 families, 
subdivided by age, sex, income, size of family, rural-urban, occupation and region. 
At the same time it has been possible to bréak down famity expenditures by 
income and by type of service such as hospital care, physicians’ services, and so on. 
1. National total charges for personal health services 

During the survey year families incurred national gross charges for personal 
health services of $10.2 billion. This figure is exclusive of the amount paid by 
the Government for direct services, workmen's compensation, and private charity. 
(See table 1, appencix.) The medical dollar is divided as follows: Physicians, 
37 percent; hospitals, 20 percent ; prescriptions and other medicines, 15 percent ; 
other medical goods and services, 13 percent; and dentists, 16 percent. (Adds 
up to 101 p-rcent because of rounding of the individual percentages.) 

Total annual national costs for personal health services paid: from all sources 
are difficult to estimate accurately, but an estimate of $12 billion would seem 
to be reasonable judging from available data reported by Oscar N. Serbein in 
Paying for Me‘ical Care.in the United States, New York, Columbia University 
Press, 1953. Thus, $1.8 billion should be added to the $10.2 billion charged the 
families or approximately 15 percent comes from sources other than individual] 
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payments and insurance benefits. The present survey shows that of the $10.2 
billion charged families for personal health services, $1.5 billion or 15 percent 
was covered by insurance benefits. (See table 2, appendix.) 

It is more meaningful, however, to break the totals down by type of service. 
One-half of the hospital charges are covered by insurance; also 13 percent of all 
physicians’ charges, 38 percent of charges for surgery, and 25 percent of charges 
for obstetrics. Insurance benefits to cover other services are negligible, because 
such benefits are not usually provided through insurance. Thus, as a grand 
total, it appears that approximately 30 percent of the costs of all personal health 
services today are from so-called third-party payments, exclusive of disability 
insurance and life insurance. 


2, Family charges for personal health services 


After considering overall national estimates, it is well to come down to the 
family unit and its experiences with costs of personal health services. Exclu- 
sive of insurance premiums and the portions paid by insurance, the average 
charges incurred by families is $178 per year. (See table 3, appendix.) The 
gross Charges including the amounts paid for insurance are $207 per family per 
year. Families with insurance incurred an average gross charge of $237 and 
families without insurance an average of $156. The gross hospital charges are 
approximately $42 per family per year, and physicians’ charges would be around 
$75. Medicines average $31 per year; other medical services and goods, $26; 
and dentists, $33. 

The foregoing discussion was concerned with average family charges, but 
hereafter the median charges will be used. The median gross charges for all 
services is $110 per year, which means that one-half of the families experienced 
charges of less than $110 and one-half more than that amount. (See table 4, 
appendix.) Since the average gross charges exceeded $200, this indicates that 
there were some extremely high costs experienced by some families which pulled 
the average up. The median disregards the extremes and is a more meaningful 
statistical device in some circumstances. Families with insurance incurred 
greater charges for personal health services than those without insurance; a 
median of $145 compared with $63 or an average of $237 compared with $156. 
This is in part due to greater utilization by those with insurance and possibly 
also utilization of a more expensive type of service, for example, a private room 
in a hospital instead of semiprivate or ward. Obviously the higher costs incurred 
by the insured group have great implications for the national costs of personal 
health services as voluntary health insurance continues to expand. 

For all families there are great differences between incurred charges by income 
groups, ranging from $54 for those under $2,000 to $238 for those over $7,500. 
Since the dollar-value of free care is undetermined, it is possible that the costs 
of services received by families under $2,000 would be higher than the gross 
incurred charges of $54. For example, 27 percent of families had at least one 
family member hospitalized, but only 26 percent reported gross hospital charges. 
Similarly, 77 percent of families reported attendance by a physician, but only 
75 percent reported gross physicians’ charges. 

When the net charges incurred by families with and without insurance are 
calculated—which excludes hospital, surgical, and other medical insurance 
benefits—there is still a great difference. Families with insurance incur net 
charges of $117 compared with $63 for families without insurance. (See table 5, 
appendix.) It would seem that the implications of these differences can hardly 
be overemphasized. 

So much for averages or medians by income groups; what is the distribution 
of charges for personal health services for families within selected income 
groups? Families experience a full range of charges from nothing to a great 
deal. (See tables 6, 7, and 8, appendix.) 

“Catastrophe” as used with reference to costs of personal health services 
has always been nebulously defined “as an awful lot” depending on family 
income. In the tables mentioned, it should be possible to arrive at some con- 
cept of the area of “catastrophe” depending on what standard is adopted. 
No standard is proposed, but at what point should so-called major medical or 
catastrophe insurance begin to pick up the check, and at what point for each 
income group? 

Among all families, 11 percent experienced a cost in excess of $395;.7 percent 
in excess of $495; and 1 percent in excess of $995. . Projected to the entire 
population this megns that approximately 500,000 families in the United States 
experienced a cost for personal health services in excess of $995. These figures 
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exclude the insurance premium and the portion paid by insurance. Further, in 
the income group under $2,000, 7 percent incurred a cost in excess of $395; 
in the income group $2,000 to $38,500 the percentage is also 7, increasing from 
there on. On the other hand, it is also well to note that almost 39 percent of 
the families incurred costs under $100 and 9 percent incurred no costs. When 
families with insurance are compared with families without insurance, it is 
again borne out that insured families incur greater charges than the unin- 
sured. (See tables 7 and 8, appendix.) 

These data illustrate again the classic generalization that the costs of per- 
sonal health services are unpredictable for the individual family but relatively 
predictable for a group of families. Thus costs, as such, are not an issue in the 
sense that $10 billion are too much for the country to spend annually for 
personal health services. The problem is—another classic statement—how to 
spread this cost equitably so that no one family incurs a heavy cost at any 
one time. 

To make the distribution of the charges for all personal health services 
more meaningful, tables 9 to 13 in the appendix show a breakdown by broad 
categories of service: hospital care, surgery, and physicians’ services, other 
than surgery and obstetrics, and medicines and dental services. These tables 
are particularly significant because they more or less pin-point the problems of 
the unpredictability of the cost of personal health services. 

For all families with and without insurance, 6 percent reported expenditures 
for hospital service in excess of $195, and 3 percent reported expenditures for 
surgery in excess of the same amount. 

The debate regarding “comprehensive” services is largely concerned with 
physicians’ services such as home and office calls and outpatient diagnostic 
services, excluding surgery and obstetrics. It is frequently stated that non- 
surgical and nonobstetric services are not an important unpredictable financial 
item and families might well finance such services out-of-pocket and not add 
the administrative cost of an insurance agency. 

The distribution of other physicians’ charges shows that 6 percent of the 
families incur other physicians’ charges in excess of $195 per year compared 
with 3 percent who incur surgeons’ charges in excess of the same figure. It is 
then clear that other physicians’ charges are a relatively large item for some 
income groups, even though such charges are ineurred in small amounts at a 
time. Thus, multiples of service incurring small charges at any one time can, 
during a year, accumulate into a large amount. At this point it would be useful 
to have a breakdown of the distribution of the costs of home and office calls and 
costs of outpatient diagnostic services. It may be that the latter services are 
more difficult to pay for out-of-pocket than home and office calls. At the same 
time, physicians’ calls and diagnostic services are so interrelated that a statistical 
differentiation of those services is difficult. 

The cost of medicines is another item which is usually not included in insur- 
ance against costs of personal health services because of difficulty in controlling 
the range and volume of prescriptions. There is frequent discussion of includ- 
ing high cost drugs, druvs with specific therapeutic effects, and some of the 
antihodies. For all families, 9 percent experience costs for medicines in excess 
of $95 and 2 percent in excess of $195. (See table 12, apnendix.) It is not 
possible to differentiate between prescribed and unprescribed drugs. In any 
case, it is apparent that there are families that do incur relatively high charges 
for medicines, illustrating again that multiples of small cost services can add up 
to a large annual cost. Comparisons between families insured and those not in- 
sured show that the families with insurance generally incur larger costs for 
medicines, even though medicines received while hospitalized are not included. 

Dental costs are also distributed unevenly among families revealing differences 
within and between income groups. Forty-four percent of all families incurred 
no dental bills and 4 percent incurred charges in excess of $195. Differences 
among income groups are sharp, particularly when charges in excess of $45 are 
included. No expenditures for personal health service appear to be so closely 
correlated with income as dental service. (See table 13, appendix.) 

The median percent of income paid out for personal health services by all 
families is 4.1. (See table 14, appendix.) The range is from 6.1 for families 
under $2,000 to 3.2 for families over $7,500. When families with insurance and 
without insurance are compared, the usual pattern is found since the median 
percent for families with insurance is 4.9 and for those without. insurance 2.9. 
Among insured families, the lowest income group pays outa higher proportion of 
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income for personal health services than the same income group among the 
uninsured. 

When the distribution of total “out of pocket” charges for personal health 
services and insurance premiums as a percentage of incomes of all families are 
calculated, 2 percent of the families, or approximately 1 million families, incur- 
red charges of 50 percent or more of their annual incomes, among whom ap- 
proximately 500,000 families incurred charges equaling or exceeding 100 per- 
cent of their incomes. (See table 15, appendix.) This table provides some 
tangible data for a definition of “catastrophe” wherever one wishes to draw the 
line. 


8. Proportions of family charges for personal health services paid by insurance 


A test of the adequacy of health-insurance benefits is the degree to which they 
cover the incurred charges. For all services 21 percent of the families had 
received some service for which insurance benefits had been paid in whole or in 
part. (See table 16, appendix.) For 29 percent of the families who had received 
insurance benefits, 20 percent or less of their charges for services had been paid 
by insurance. On the other end, 7 percent of the families had received insur- 
ance to cover 80 percent or more of their charges. 

These gross figures for all services, however, are more meaningful when they 
are broken down by specific types of services. The proportion of hospital costs 
covered by insurance is important, because there is a general opinion that it is 
desirable to cover all or nearly all services recognized as hospital services. 
Fifty-nine percent of families experiencing hospital costs and who also carried 
hospital insurance and received benefits had 80 percent or more of their costs 
covered. (See table 17, appendix.) On the other end 18 percent of the fami- 
lies had 60 percent or less of their hospital costs covered by insurance. It is 
well to remember that thesé are national figures, and there are undoubtedly 
regional variations, and variations among hospital insurance plans. 

If there is any consensus as to how great a proportion of the surgeons’ charges 
should be covered by insurance, it is accurate to say that families below certain 
incomes should have all or nearly all of the costs of surgery covered. Thirty- 
four percent of the families who experience surgical charges have less than 60 
percent of their charges covered by insurance, and 45 percent have 80 percent 
or more of such charges covered. (See table 18, appendix.) 

The simple fact in this table is that by and large the payments made by 
insurance for surgical costs fall far short of equaling the total charges. The 
difference would seem to involve more than a normal deductible or coin-insur- 
ance feature. Very useful data at this juncture would be the prevailing surgical 
fees throughout the country by region and the prevailing surgical insurance 
benefits in relation to these fees by region. To what extent is the low proportion 
of costs covered by surgical insurance due to low fee schedules established by 
insurance in relation to prevailing surgical fees? On the other hand, to what 
extent does surgical insurance increase the per-unit surgical costs? 

Even though maternity benefits are very widespread in insurance contracts, 
many people in the insurance field feel that maternity costs have not logical 
place in an insurance program. In any case there is a great demand for such 
benefits, and they appear to have a firm place in health-insurance contracts. 
One-half of the obstetrical cases with insurance and receiving benefits had 60 
percent or more of the charges covered by insurance and one-half had less than 
60 percent of charges covered. (See table 19, appendix.) Maternity benefits, 
however, are usually not designed to cover the total costs of maternity care. 
This may account, at least in part, for the relatively low proportion of obstetrical 
costs covered by maternity benefits. 
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Taste 1.—Estimated national total gross charges incurred by families for 
personal health services and goods 


j 
| 


July 1952 through June 1953 


eee 
| Amount (bil- 


| ions of dollars) Percent 





wo 
s 


Total ae 3 } Sty" $10. 


Physicians ! 2 

Hospitals 

Prescriptions and other medicines 4 
Other medical goods and services 4 
Dentists §__.- wud piece 


ee no oo 
in oenne ae 
Sanes 


1 Physicians’ charges can be further broken down as follows: 


| Amount (bil- 
| lions of dollars) 
' 


Physicians- - - - 7 ; : el 7 3.8 


Surgery ..... 
Obstetrics - 
Other physicians - - 


2 Includes: 

1. Payments to hospital outpatient departments for the services of salaried physicians and other clinical 
services. 

2. Payments by either consumers or insurance for medical services received from salaried physicians in 
Government hospitals. 

3. The estimated value (at going rates) of physicians’ services received from salaried physicians under 
some form of prepaid medical care plan. 

4. Payments by surgical or medical insurance to independent physicians either directly or through 
reimbursement of patient. 

5. Payments by accident insurance or liability insurance (except employer’s liability insurance or work- 
men’s compensation) to independent physicians either directly or through reimbursement of patient. 

6. Payments for drugs administered by a physician. 

7. Payments to independent physicians for services received by persons who were still considered as 
members of some household in July 1953 even though they had been institutionalized at some time during 
the past year and were still in an institution on the date of interview. 

8. Payments to independent physicians for services received by people who died during the survey year 
bus at had been living at the time of their death with relatives as members of households still in existence 
in July 1953. 

(This category thus excludes deceased who had been living in institutions, alone, or only with nonrela- 
tives at the time of their death as well as those who lived in households which were broken up after the 
death.) 

9. Bad debts—services by physicians for which patients were actually billed but which will never be paid 
for. 

It is also possible that physicians may sometimes act as collecting agents for the fees for certain services 
like X-rays, laboratory work, or special tests which they themselves do not perform. The physician may 
net no income from this and so does not consider these fees as part of his gross income. NORC in general 
classified = such fees paid to a physician into the physician category. 

2 Excludes: 

1. Value of services of salaried physician in a Government or private hospital or clinic or the services of a 
company doctor when sch services were not paid for by the patient and were not received as part of any 
form of prepaid medical care plan or insurance. 

2. Free care (carefor which an independent physician received no reimbursement and did not bill anyone). 

3. Payments to independent physicians (physicians in private practice) by workmen’s compensation, 
employer’s liability insurance, or by an employer for a work-incurred injury. 

4. Vendor payments to independent physicians under governmental (generally State or local) assistance 
programs for various eategories of indigent families. 

5. Vendor payments to independent physicians by foundations and associations like the National Tuber- 
culosis Association, National Foundation for Infantile Paralysis, Crippled Children’s Societies, Rotary, 
Lions, etc. 

6. Payments to independent physicians by recipients under governmental assistance programs when these 
payments were specifically reimbursed to the recipient by the program. 

7. Payments to independent physicians for medical care received by people who were not part of the 
civilian, noninstitutional population of the continental United States as of July 1953. 

’ Both estimates are for pharmaceuticals purchased directly by the consumer. The expenditures for 
pharmaceuticals administered in hosptials or by physicians and dentists are included in the estimated 
payments to those groups and are excluded from this item. 

‘The NORC estimate contains expenditures for medical appliances including ophthalmic products, 
services of oculists and optometrists, services of paramedical personnel like chiropractors, chiropodists, 
podiatrists, naturopaths, faitn nealers, etc., the services of private duty nurses, practical nurses, and mid- 
wives, and expenditures for laboratory services like diagnostic tests and X-rays for which the consumer was 
billed directly by the laboratory. . 

§ It should be noted that the NORC estimate contains expenditures made directly to dental laboratories 
for X-rays, denture repair, and the manufacture of dentures on the basis of impressions taken by dentists 
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TABLE 2.—Estimated national percentages of total gross costs incurred covered 
by total insurance benefits 


NORC sample, July 1952 through June 1953 


Item Percent covered 


by insurance 


benefits 


Total gross | Total insur- 
costs incurred | ance benefits 
| | | 





} Billions Billions 
We ANA cen nnalt : $10. 2 | 


Hospitals. 


Physicians... 





Surgery... ------ 
Obstetrics 


Other physicians - -- 
Medicines... .-.---- : . £ é 
Other medical goods and services. | oa (4) 
Demtineai o. veesseset foibbite | AY (1) 





1 Less than $50,000,000. 


2 Since many patients in nongovernmental gencral and special long-term hospitals, mental and allied 
hospitals, and tuberculosis sanatoria at the time of the interviewing may not have been considered as mem- 
bers of civilian noninstitutional households, the NORC estimate probably does not adequately represent 
expenditures for this category of eare. 


TABLE 3.—Average net costs per family for hospital, medical, and dental services 
and goods 


NORC sample; July 1952 
through June 1953 


rs 
} 
| 
} 
| 


Amount | Percent 


; 

A I eB amine $178 
PIE 280A wc bn ntece se inte 67 | 
Hospitals__.-- -- 7 ii. npc ous an 21 | 
Medicines | 31 
CORNET. «dene . ait Cackie snbebinneeetiials seis J = 26 | 
Dentists R tated 33 
| 


1 The estimates in this table are for incurred “out-of-pocket” charges. Thus, the money paid directly to 
hospitals and physicians by voluntary health insurance and the payment by consumers for which they 
received or expect to receive reimbursement by such insurance are both excluded from these estimates. 
Moreover, insurance premiums are also excluded. 


TABLE 4.—Median gross charges incurred for hospital, medical, and dental services 
and goods by family income for families with and without voluntary health 
insurance 


Number of families Median gross charges ! 


Family income on With 


| | With no All With | With no 
| families | 


insur- | insur- eo insur- insur- 
ance? | ance? | fmilies ance ance 


Total, all families___- neehind 2, 809 | 1, 780 1, 029 $110 $145 $63 


0-1,999 ; 560 | 176 | 384 54 82 | 
2,000-3,499 — 617 | 347 270 82 103 
3,500-4,999.. ORR: 693 | 514 | 179 119 134 | 
5,000-7,499. . - Lobia 577 | 466 | lll 176 

7,500 and over. wienacanal | 343 272 71 238 

Income unknown. _.--.-.-.. wnat 19 5 De eitvcwees 


! Gross charges incurred are all charges incurred by the family unit for its own members for hospital, 
medical, and dental services and goods. They do not include the cost of voluntary health insurance. The 
“cost” of free care is, of course. excluded. However, the cost of services received under a hospital-service 
plan or a comprehensive medical-care plan is included. 

* These are families with or without some voluntary health insurance at the end of the survey year. 
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TasLe 5.—Median net charges for hospital, medical, and dental services and 
goods, by family income for families with and without insurance 


Number of families Median net charges | 


Families 
with no 
insur- 
ance 3 


Family income a i 
All fam- | With in- | With no) 4 fam. 


hi insur- ‘i 
ilies surance ?/ once? ilies 


Families 
with in- | 
surance 

| 


! 
Total, all families___- 2, 808 1, 780 | 





176 | 
2,000 -3,499 - - 347 
38,5004, 999 514 | 
5,000-7,499 . 466 | 
7,500 and over 272 
Income unknown 5 


} 
| 
| 
i 


1 Net charges are gross charges incurred (see table 4 for definition) less voluntary health-insurance benefits 
received. That is, net charges are the charges to the family itself. In the case of hospital-service plans or 
comprehensive medical-care plans, the cost of service benefits is not included here. In the case of indemnity 
plans or insurance, the amount which the insurance paid either to the hospital, physician, etc., or to the 
family is excluded. 

2 These figures are for families with and without insurance at the end of the survey year. Median net 
charges for families with insurance are, of course, substantially lower than median gross charges. However, 
median net charges and median gross charges are substantially the same in families with no insurance. 
Wherever median net charges are lower than median gross charges for families with no insurance at the end 
of the survey year, it is because at some time during the survey year 1 or more family members had been 
covered and received benefits 

3 A small part of the difference in median net charges for families with insurance arfd families with no in- 
surance is accounted for by the fact that the average size of families with insurance (3.26 persons) is somewhat 
higher than the average size of families with no insuranee (2.95 persons). This difference is less marked 
within each specific income group. In almost all instances this family-size difference is too small to account 
for any substantial proportion of the difference in medians. Later analysis should indicate some of the 
factors producing these rather substantial differences in net incurred charges. 


TABLE 6.—Percentage distribution, by family income, of all families according 
to net charges incurred for hospital, surgical, and medical services and goods 


] | 

2,000- | 35,00- 5,000- | 7,500 and 

3,499 | 4,999 7,499 over 

(percent)| (percent) |(percent)| (percent) 
| 


All fami- | 


%o » 
lies Percent 


Net charges 


(percent)/ 
| 


| 06-1999 


Total, all families 2 2, 809 | 560=100 | 617=100 | 693=100 | 577=100 | 343=100 


No net charges 240 9 | 16 | 
Under $45 626 | 31 | 
$45-$94 490 | | 
$95-$194 ; 589 
$195-$294 333 | 2 | 3 | 
$295-$394 186 | 
$395-$494 can ' 107 | 

$495- $994 75 | 

$995 and over __. 34 | 

Net charges unknown 29 


| 
| 
6 | 
| 20 | 


‘ For definition see footnote 1 to table 5. 
2 This total includes 19 families whose income was unknown. 
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Taste 7.—Percentage distribution, by family income, of families with insurance 
according to net charges ineurred for hospital, surgical, and medical services 


and goods 





Net charges ! 


All families, total... _. 


No netrcharges 

Under $45. .._- 

$45-$94 

$05-$194__......-- 
$195-$294_._.._- 

$295-$394 

$395-$494 

$495-$994_.._.... 

$995 and over. , 

Net charges unknown. ---_- 


3 Less than of 1 percent. 


| Percent 


1 For definition of charges see footnote 1, table 5. 
2 This total includes 5 families whose income was unknown, 


| 01,999 


i 





| (percent) 


| 
| 
| 
| 
| 
| 
| 


2,000 
3,499 


176=100 | 347=100 
| ‘a 


3,500- 
4,999 


(percent) | (percent) | (percent) | (percent) 


} 


514=100 | 466=100 | 272= 100 


6 | 
17 | 
20 | 


| 

| 
5,000- 7,500 and 
7,499 over 


TasBLe 8.—Percentage distribution, by family income, of families without insur- 
ance according to net charges incurred for hospital, surgical, and medical 


services and goods 


Net charges ! 


Total all families. _- 


No net charges_-.-.-........---- 
Under $45 - 
$45 to $94 


ilies 


21,029 


127 
306 
181 


Percent 


0-1,999 
(percent) 


384= 100 
18 
33 
17 


2,000- 
3,499 
(percent) | 


270= 100 | 


11 | 
35 
19 


3,500- 
4,999 
(percent) 


5,000- 
7,499 
(percent); (percent) 
| 


111=100 71=100 
3 
15 
14 


$95 to $194 
$195 to $294 
$295 to $395 
$395 to $494 —— 
$495 to $994 __- ------| 
$995 and over. 
! 


159 
85 
52 
34 
63 
12 
10 


14 18 
1 
10 
x 


15 


16 


| 
179= 100 
| 
| 


Net charges unknown is 











! For definition of charges see footnote 1 table 5. 
2 This total includes 14 families whose income was unknown, 
? Less than one-half of 1 percent. 
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TABLE 9.—Percentage distribution, by family income, of all families according to 
gross hospital charges 


| Number 
Family income of | | 
families 0 $lto | $45to | $95to | $195 and | Amount 
| $45 $95 | $195 over j|unknown 


Percentage reporting gross hospital charges ' equal to: 





All families, total 





$0 to $1,999_ 4 
$2,000 to $3,499. 
$3,500 to $4,999. __ 
$5,000 to $7,499. _. 
$7,500 and over 
Income unknown. - -- 











Families with insurance, | 
total ; | 





$0 to $1,999_........ 
$2,000 to $3,499- _ - 
$3,500 to $4,999. _. 
$5,000 to $7,499. _ 
$7,500 and over 
Income unknown. .. 








Families with no ingur- | 
ance, total.._._._- | 





$0 to $1,999 hiaiedidenndiieen 
$2,000 to $3,499. __ 

$3,500 to $4,990. __ 

$5,000 to $7,499. ____- 

$7,500 and over 

Income unknown 








1 Gross hospital charges are the total amount of hospital bills. They include total room and board charges, 
laboratory fees, drugs, X-rays, and the usual extras, but they do not include special nursing, the anesthetist’s 
fee when anesthesia was administered by an outside anesthetist, or physicians’ fees. These gross charges 
were mainly incurred in connection with in-patient care, but in a few instances they were for emergency 
out-patient care. Gross hospital charges exclude the “‘cost” of free care. (About 1 or 2 percent of families 
received only free hospital service.) 

2 Less than one-half of 1 percent. 

3 Percentages not computed for groups of less than 50 families. 
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TABLE 10.—Percentage distribution, by family income, of all families according 
to gross surgical charges 


| Number | 
Family income | of | 
| families $1 to $45 $45 to $95 to | $195 and | Amount 
‘ $95 | $195 over unknown 


Percentage reporting gross surgical charges ! equal to— 





All families, total... ..___| 


$0 to $1,999-_- 

$2,000 to $3,499_.....___- 

$3,500 to $4,999. ....._- 

$5,000 to $7,499. .___- 

$7,500 and over canoe 
Income unknown. .............| 








Families with insurance, 
eee 


$0 to $1,999. _ eee e we 
$2,000 to $3,499. ...........- 
$3,500 to $4,999- _ . 

$5,000 to $7,499- _- 

$7,500 and over 

Income unknown 








Families with no insur- | 
ance, total | 


$0 to $1,999 - 

$2,000 to $3,499. _......_. 
$3,500 to $4,999. ..__.__- 
$5,000 to $7,499__._____- 
$7,500 and over 


Income unknown... .. nat () | 





1 Gross surgical charges are all physicians’ fees for surgical procedures, which are defined here to include 
the treatment of fractures and dislocations and all ‘‘cutting’’ procedures with the exception of deliveries by 
Caesarean. The cost of Caesarean deliveries is included under obstetrical costs. The figures do not in- 
clude the cost of free surgical care, but they do include surgical insurance benefits paid to the physician or 
to the patient. 

2 Percentages not computed for groups of less than 50 families. 

’ Less than one-half of 1 percent. 


TABLE 11.—Percentage distribution, by family income, of all families according 
to gross “other” physicians charges 


] 
| 


Percentage reporting gross ‘“‘other’’ physicians charges ! 


equal to- 
. 3 Number | . i 
Family income of families| 


| | 
| e $195 and | Amount 
| $45-$95 | 996-$106 | over lunknown 


All families, total 36 il | 


$0 to $1,999. - i 

$2,000 to $3,499_ _ _ . 

$3,500 to $4,900... __- ¢ 

$5,000 to $7,499... __- 

$7,500 and over ipa 
Income unknown... -....----- 











Families with insurance, 
tota | 


$0 to $1,999 

$2,000 to $3,499 

$3,500 to $4,999 

$5,000 to $7,499 

$7,500 and over_...........-- 
Income unknown. - -_---- 


Families with no insur- 























1 35 i 

$0 to $1,999. ated Sinai | : 44 | 32 | 

$2,000 to $3,499 saa 35 40 | 

$3,500 to $4,909. ____- é | 32 35 | 

$5,000 to $7,499. ..__._- . | 30 | 33 | 
$7,500 and aver._..-..-..........| 20 | 34 20 | 

Income unknown blll ® () ® ® 











! Gross “‘other’’ physicians charges are all physicians costs except charges for surgical or obstetrical care. 
* abate insurance benefits received to cover gross ‘‘other’” physicians charges but it excludes the cost 
of free care. 

? Percentages not computed for groups of less than 50 families. 

+ Less than \ of 1 percent. 
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TABLE 12.—Percentage distribution, by family income, of all families according 
to gross medicine charges 


Percentage reporting gross medicine charges ' equal to: 
Number ¥ 

Family income of | | 

families $1 to $45 $45 to $95to | $195 and | Amount 

” ’ $95 $195 | over unknown 


All families, total 


$0 to $1,999_ 
$2,000 to $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 
Income unknown 





Families with insurance, 
total oe 





$0 to $1,999 : 

2,000 to $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 

Income unknown 

Families with no insur- 
ance, total 

$0 to $1,999_ - 42 
$2,000 to $3,499 : 
$3,500 tO $4999 Q 48 
$5,000 to $7,499 a ‘ 111 29 48 
$7,500 and Over___.._.._._.- ; 71 3: 41 | 
Income unknown ..........-- ‘ 14 3 | | @) 








! Gross medicine charges refers to the costs of medicines (cither prescriptions or other drugs and medi- 
eines) which the family bought from the drugstore or elsewhere rather than medicines which a hospital 
patient received and for which he was billed on the hospital bill. Similarly, it does not include medicines 
which the doctor administered to the patient and charged for on the doctor bill. 

2 Less than one-half of 1 percent. 

3 Percentages not computed for groups of less than 50 families. 


TasLe 13.—Percentage distribution, by family income, of all families according 
to dental charges 





Percentage reporting dental charges ! equal to: 
IR Brice cen an 
Family income | of | | | | 
families | I $95 to | $195 and | Amount 
| ) i § $45 | $45 to $95 | 
‘ | $1 to $45 $45 to $95 $195 over | unknown 


Albfamilies, total... 2, 809 | 44 | 35 | ; | () 


$0 to 1,999 s 560 | 22 | 4 2 0 


$2,000 to $3,499 5 | 56 | 
$3,500 to $4,999 393 | 37 : ( 7 (2) 
$5,000 to $7,499 577 | 29 : 
$7,500 and over 

Income unknown 


Families with insurance, | 
total 





$0 to $1,999 ‘ 
$2,000 to $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 
Income unknown 


Families with no insur- 
ance, total 





$0 to $1,999 vinkdaiiedisbpntecis d 73 

$2,000 to $3,499 2 60 30 
$3,500 to $4,999... ad ‘ 42 | 43 | 
$5,000 to $7,499 * he | | 32 | 43 | 
$7,500 and over ie cnciaainall 31 | 39 | 
Income unknown. ‘se : @) (3) 











! Dental charges are all charges by dentists for their services and any dental laboratory work. 
2 Less than one-half of 1 percent. 
+ Percentages not computed for groups of less than 50 famiiies. 
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TABLE 14.—Medians, by income group, for percentage of family income paid out 
for hospital, medical, and dental services and goods and for voluntary health 
insurance for families with incomes under $10,000 with and without insurance 


Number of Median percent of 
families income spent ! 





Income group Total With no Families | Families 


With in- | ‘insur- All with with no 
surance ance families | some in- | insur- 
surance ance 


Total, all families with incomes 
under $10,000 1, 659 


Under $2,000 560 176 
$2,000 to $3,499 617 347 
$3,500 to $4,999 693 | 514 
$5,000 to $7,499. ....... 577 | 466 , 
7,500 to $9,999 187 156 Sf 











1 These medians are for the families’ net outlay for hospital medical and dental services and goods plus 
any amounts paid by the family for voluntary health insurance. That is, net outlay is gross incurred costs 
less insurance benefits received and amounts still owed on these incurred charges plus payments on old 
bills incurred prior to the survey year. In some instances it was not possible to distinguish payments for 
hospital, surgical, or medica] expense insurance from payments for disability, accident or life insurance; 
therefore inasmuch as total outlay figures included these latter payments, these medians slightly overstate 
the percent of family income spent for the purposes stated above. 


TABLE 15.—Outlay for hospital, medical, and dental services and goods and for 
voluntary health insurance as a percentage of family income 


Number of | Percent of 


Outlay for health as a percentage of family income a aaiiian joties 


Total...... 2, 809 | 100 


No outlay for health 1. __ swe ail d eibtimeiere 131 5 
Some outlay for health_-—._._.-- iad tl eid clee 2, 678 95 


Under 5 percent of family income. sdimmhion oni aa 1, 492 | 53 
5 to 9 percent of family income--__--._.-.---...---- ; 624 22 
10 to 19 percent of family income. aie : ce 333 12 
20 to 49 percent of family income - -._----_-.- 3 132 
50 to 99 percent of family income - - . ' ” le ani 31 
100 percent or over of family income. ...-..............-.....-..--.--- 16 
Percent of family income unknown...-.............-.----- 50 


1 This figure, outlay for health, includes the outlay figure plus amounts paid for voluntary health insur- 
ance. That is, net outlay is gross incurred charges less insurance benefits received and amounts still owed on 
these incurred charges plus payments made on old bills incurred prior to the survey year. 

2 I. e., for half of the families with some outlay for health, this outlay for health amounted to less than 
‘ percent of family income; for the other half of the families it amounted to more than 4.1 percent of family 

ncome. 


Note.— Median percent for total outlay for health as a percentage of family income *=4.1 percent. 
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TABLE 16.—Receipt of voluntary health insurance benefits to cover gross medical 
charges 


I ipt of insurance benefits over S si oan 
Receipt of insu ce nefits to co gross charge families 


| 

| Number of Percent of 
| families | 

| 

| 


Total . ‘ i eee - aheunil 2, 809 | 100 
No insurance benefits received 2 oleh bass biden 2, 207 | 79 
Some insurance benefits received 3____- é . | cawant 3 602 | 21 


Some part of gross charges covered by insurance benefits................. 602 | 100 


Under 20 percent covered : é ‘ pase | 172 | 29 
20 to 39 percent covered . + ‘ Seti ines 170 28 
40 to 59 percent covered St ‘ : 121 | 20 
60 to 79 percent covered “a bas dele . 60 | 10 
80 to 99 percent covered _.... hdl buniine } 44 7 
Percent covered unknown so eek 35 6 


! Gross charges are here defined as hospital charges, physicians’ charges, charges for medicines or medical 
appliances, charges for other medical services and dental charges incurred by family members. It does not 
include travel costs and other costs incidental to illness but not directly for medical services or goods. It 
does not include the “‘cost’’ of free care, but it does include the estimated gross charges for hospital care under 
a service plan and medical service in the case of services from comprehensive plans. Moreover, these are 
gross incurred charges. That is, they include unpaid bills for services received during the survey year, and 
they, of course, exclude payments made on bills incurred prior to the survey year. They also exclude the 
family’s medical expense for persons not currently a part of the family unit (except for family members 
deceased during the survey year), and they exclude premium payments for voluntary health insurance. 

2 In 227 of these families where no insurance benefits were received, no gross charges had been incurred. 

3 Among those who received insurance benefits, half received amounts which covered 32 percent or less 
of charges and half received amounts which covered more than 32 percent. 


Notr.— Median percent of gross charges covered by insurance =32 percent 3. 


TABLE 17.—Receipt of hospital insurance benefits to cover gross hospital charges 


: . ; Number of Percent of 
Receipt of insurance benefits to cover gross hospita] charges families families 


| | 
Total_....-. ys 2, 809 | 100 
No hospital charges ; | 74 
Hospital charges—no hospital insurance benefits received . ‘ . 10 
Some hospital] insurance benefits received ?___- ‘ | 16 


Some part of gross hospital charges covered by Insurance benefits ve 100 


Under 20 percent covered 

20 to 39 percent covered - 

40 to 59 percent covered ___. 

60 to 79 percent covered ___- 
80 percent or more covered_._- 
Percent covered unknown 


1 Gross hospital charges are the total amount of hospital] bills. It includes tota] room-and-board charges, 
laboratory fees, drugs, X-rays, and the usual extras, but it does not include special nursing, the anesthetist’s 
fee when anesthesia was administered by an outside anesthetist, or physician’s fees. These gross charges 
were mainly incurred in connection with in-patient care, but in a few instances they were for emergency out- 
patient care. Gress hospital charges exclude the “cost” of free care. (About 1 or 2 percent of families 
received only free hospital] service.) 

2 i. e., among those families who received hospital insurance benefits, 50 percent had 89 percent or more of 
their gross hospital charges covered by hospital insurance benefits, so that their net hospita] charges were 11 
percent or less of their total] hospital bills. 


Nore.— Median percent of gross hospital charges covered by hospital] insurance *=89 percent. 
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TABLE 18.—Receipt of hospital, surgical, and medical insurance benefits to cover 
gross surgical charges 





Number of} Percent of 
families fam ilies 





Teta -. 


No gross surgical ! charges ‘ Lbebudwtptbales a6 
Some gross surgical charges—no insurance benefits received 
Some gross surgical charges—some insurance benefits received 


Some insurance benefits received to cover gross surgical charges_- 


Under 20 percent covered __. 

20-39 percent covered - 

40-59 percent covered... ................ 

60-79 percent covered .._........-...-...---.--- 
80 percent or more covered _-.. 

Percent covered unknown 





1 Surgical charges are physicians’ charges incurred in connection with surgical procedures, a surgical pro- 
cedure being defined so as to include the treatment of fractures and dislocations as well as ‘“‘cutting’’ pro- 
cedures. In general, these are the charges for the operations, but in some instances they include charges 
for post-operative care. 


Note.— Median percent of gross surgical charges covered by insurance=75 percent. Half of the families 
who received insurance benefits to cover surgical charges received 75 percent or more to cover these charges 
and half received less than 75 percent. 


TABLE 19.—Receipt of maternity benefits to cover gross obstetrical charges 


| Number of Percent of 
| families families 


Total, all families___. ow eer ee ee a9eeis 2, 809 
| 


2, 590 


No gross obstetrical charges ! 
147 | 


Gross obstetrical charges—no insurance benefits received _- 
Gross obstetrical charges—insurance benefits received_ 


Some insurance benefits received to cover obstetrical charges... _- pen 


Under 20 percent covered 
20 to 39 percent covered _- 
40 to 59 percent covered 
60 to 79 percent covered 
SU percent or more_._ 
Percent unknown. - . 





! Gross obstetrical charges include physicians charges for prenatal care as well as for delivery. Where 
currently pregnant women had not yet been billed for any part of this care, these charges were treated as 
not yet incurred. In the case of delivery by Caesarean the charge for the delivery was included under 
surgical charges. 

Note.—Median percent of gross obstetrical charges covered by insurance=60 percent. Half of the 
families who received maternity benefits had 60 percent or more of gross obstetrical charges covered and 
half had less than 60 percent covered. 


3. UTILIzATION OF PERSONAL HEALTH SERVICES AND VOLUNTARY HEALTH 
INSURANCE DURING SuRVEY YEAR 


PART Ill. HIGHLIGHTS 


1. The general hospital admission rate for all families was 12 per 100 persons 
per year. Those with insurance had a rate of 13 and those without insurance a 
rate of 10. 

2. The average length of hospital stay for all persons hospitalized was 9.7 
days with virtually no differences between those with insurance and without 
insurance, 

3. The number of hospital days for 100 persons per year was 100 days; for 
those with insurance the rate was 110 per 100 persons,-and for those without 
insurance the rate was 80. 
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4. The insured rural-farm population had a hospital admission rate of 17 per 
100 and the insured urban population had a rate of 12. There was no difference 
for those not insured. 

5. The number of surgical procedures per 100 persons per year for all families 
was 6; among insured families the rate was 7 and among the uninsured the 
rate was 4. 

6. Among all families, 34 percent of the individuals sought dentists’ services 
during a year, varying from 17 percent for income groups under $2,000 to 56 
percent for income groups over $7,500. 

There has been a great increase in the utilization of personal health services 
in this country since 1940. Some of this increase has been attributed to the 
rise of voluntary health insurance and greater availability of facilities, and 
some to improved economic conditions for the great bulk of families. Insurance 
per se is followed by an increase in utilization which is the chief reason why 
there is still debate as to whether personal health services are insurable or not. 
Fire insurance does not necessarily increase fires nor does life insurance increase 
the death rate, but health insurance does increase the utilization rate of personal 
health services, as will be revealed in data to follow, since the need for health 
services is not as easily determined as the fact of a fire or the finality of death. 

Whether or not this increase is good or bad can also be endlessly debated. 
There are no standards, except very gross ones, of a normal hospital rate 
or a normal surgical rate. The rates emerge from the patterns of practice of 
thousands of physicians in their treatment of hundreds and thousands of 
patients. What was normal utilization 25 years ago is no longer normal utiliza- 
tion today because so many factors have changed: buying power, new medical 
discoveries, and people’s attitudes toward hospitals and other health services. 

A hospital admission rate of 130 per thousand today may be just as normal 
as a rate of 50 not so many years ago. Both reflect a combination of circum- 
stances the separate elements of which are almost impossible to disentangle. 
Whatever the utilization rate may be, it can be assumed that the country, 
individually and collectively, is willing to pay the cost, otherwise insurance 
would not be so widespread and hospital beds and physicians would not be in 
such great demand. Thus, it can be said with certainty that the data to follow 
are a measure of effective demand. 


1. The amount of hosiptal care received 

On the basis of the national sample of families and individuals interviewed 
in this survey, the admission rate to general hospitals was 12 per 100 persons 
per year. Those with some insurance had a rate of 13 and those without 
insurance a rate of 10. On a national scale the difference between 13 and 10 
is a measure of the impact of hospital insurance on hospital admissions today. 
(See table 1, appendix.) 

Hospital admissions by income group indicates that not until the family income 
is $7,500 or over does the hospital admission rate for those not insured equal 
the rate for those insured. In income groups below $7,500 there is an appre- 
ciable difference between those with insurance as against those without insur- 
ance, generally 25 percent higher for the insured group. On the other hand, 
among families without insurance there is comparatively little difference be- 
tween income groups until $7,500 is reached. The high admission rate of 19 
in the lowest income group among the insured can be explained, at least in 
part, by the fact that this group contains a higher proportion of people 65 years 
of age and over than other income groups. 

The data on the average number of hospital days per person hospitalized by 
family income and insurance status is difficult te interpret without more detailed 
knowledge underlying the facts. A high admission rate is usually associated 
with a short stay as measured by number of days per patient hospitalized. The 
average length of stay for all persons hospitalized is 9.7 days and there is vir- 
tually no overall difference between those insured and not insured. (See table 2, 
appendix.) There are variations between income groups with insurance and 
those without insurance. 


2 The usual manner in which to present hospital admission rates is by number of admis- 
sions per 1,000 population. In this survey the number per 100 population is used in order 
to avoid decimals which imply that there is, for example, a significant difference between a 
rate of 12.1 per 100 and 12.4 per 100 or 121 per 1,000 and 124 per 1,000. Instead, both 
rates are rounded out to 12 per 100. 
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Another method of presenting the amount of hospital service received by peo- 
ple is by calculating the number of hospital days utilized per person or per 100 
persons in a year. Throughout the country during the survey there were 100 
hospital days utilized per 100 persons in all families, and 110 days in families 
with insurance compared with 80 days in families without insurance. (See 
table 3, appendix.) Again, not until the income group $7,500 is reached do the 
rates for families with insurance and those without insurance begin to equalize. 
When the volume of hospital care is broken down by rural and urban areas, 
other patterns of hospitalization emerge contrary to usual expectations of the 
behavior of rural populations, since the rural farm insured population has a 
higher admission rate than the urban insured. In fact, the reverse of the pat- 
tern would have been predicted, because it has been assumed that -rural people 
have been less inclined to enter a hospital than those living in urban areas. 
(See table 4, appendix.) Apparently times have changed when the rural farm 
population with insurance shows an admission rate of 17 per 100 persons as 
against 12 in urban areas. It will also be noted that for people in urban and 
rural farm areas with no insurance the rate is the same, but when insurance 
enters the picture the impact on rural farm residents is greater than on urban 
residents. There may be a high selectivity among those insured in rural farm 
areas, because relatively few people in those areas are insured. 

Further corroboration of the rural-urban pattern is found when there is a 
hospital utilization breakdown by type of locality as measured by size of city 
in the area. Again, the more rural the area the greater is the hospital admission 
rate for those who carry hospital insurance, and the shorter is the average 
length of stay. (See table 5, appendix.) 


2. The amount of surgery performed 


It has been shown that hospital insurance increased the utilization of hospitals. 
Likewise, it is found that surgical insurance increased the number of surgical 
procedures. (See table 6, appendix.) The number of surgical procedures per 
100 persons in families with surgical insurance is 7, while in families with no 
such insurance the rate is 4—a very appreciable difference. The families which 
have insurance have almost the same amount of surgery, regardless of their 
incomes. This is also true for families which do not have insurance. Analysis 
of the two groups reveals, therefore, that the primary factor accounting for the 
greater amount of surgery is the existence of insurance. (See table 6, appendix.) 

What do these rates mean? Again it is necessary to know more of the factors 
underlying the different rates. Very likely there is a higher proportion of so- 
called elective surgery in the insured families and a higher proportion of emer- 
gency or must surgery in the noninsured families. Is there too little surgery 
performed in the noninsured group? What is known with certainty is that, 
given a greater accessibility to surgery, the surgical rate is 7 per 100 persons 
instead of 4. 


8. Dental services 

To date dental services have not usually been included in insurance against 
costs of personal health services except for dental surgery. There is a great 
difference in the amount of dental service received by income group as measured 
by visits to dentists, contrary to the pattern shown above in hospitalization and 
surgery. Among all families 34 percent of the individuals in them sought the 
services of a dentist during the survey year. In the lowest income group, under 
$2,000, 17 percent sought service, and in the group $7,500 and over, 56 percent. 
It can be safely assumed that the lower the income group the higher is the 
proportion of dental service which is emergency in nature, such as relieving pain 
and extractions, and the lower is the proportion of preventive care and repair 


work. (See table 7, appendix.) 
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TABLE 1.—Hospital admission rates, by family income, during the survey year 
for persons :with and without hospital insurance 


- : 
| ai . ai | Admission rates 
| Number of persons | per 100 2 
ie ite ae | 
| Admis- 
, d | sion rates 
July 1952 to July 1953 | | With | Withno| per 100 Persons | 
| hospital | hospital | persons 
| imsur- | insur- | 

ance ! ance! | 

i 


Family income, total_.....__- 8, 846 5,001 | 3, 845 | 
$0 to $1,999 db : 1, 334 335 | 999 | 
$2,000 to $3,499___- ; ; 1, 917 905 1,012 
$3,500 to $4,999___- ok a 2, 378 1, 502 876 | 
$5,000 to $7,499 aid ‘ 1, 996 1,413 | 583 
$7,500 and over nndiniteand enol 1,176 | | 343 | 
Income unknown _---- eee 45 | 32 () () 
| | | 


1 These are numbers of persons covered or not covered by hospital insurance at end of the survey year. 
2 Estimates of the number of people enrolled and the number not enrolled in hospital insurance in each 
group at the end of the survey year were taken as the populations exposed to risk of occurrence in estimating 
these insurance coverage specific rates. Inasmuch as there was a net increase in hospital insurance enroll- 
ment during the survey year and the hospital admissions ccecurred throughout the survey year, the esti- 
mates of the exposed population used in estimating the rates for people enrolled in hospital insurance at 
the time of admission are probably somewhat too large. Similarly, the estimates of exposed population 
used in computing the rates for those not enrolled at the time of admission are probably somewhat too 
small. 

* Admission rates have not been computed for groups of less than 50. 


TABLE 2.—Average number of hospital days per person hospitalized, by family 
income 


Average number of hospital days per 
person hospitalized 
1 


Family income All persons Persons in families— 


| 
| All persons 
With some With no 
insurance insurance 


| 
TR ic ci eden nines 4 7 7 
| 
| “s 
“o | 


$0 to $1,999 . fe . . f 1, 334 
$2,000 to $3,499 odiikand ‘ 1, 917 
$3,500 to $4,999 pein iebpihs 2, 378 | 
$5,000 to $7,499._._.__- P * i 1, 996 | 
$7.500 and over ‘ ei ee Shall 1, 176 | 
Income unknown. ...---. : 45 | (‘) () 


9 


-ton 


oo 


1 Average number of hospital days has not been computed for groups of less than 50 persons. 


TaBLe 3.—Number of hospital days per 100 persons in the population, by family 
income 

oy 

| | days per 100 per- 

| Persons in families | sons 


an | All “ = 
persons | j persons Persons in families 


Number of hospital 


Family income 
With With | With | With 
some no some no 

insurance insurance} insurance insurance 


Total | 5,809| 3,087 110 | 


$0 to $1,999 442 892 120 
$2,000 to $3,499 1, 068 849 120 | 
$3,500 to $4,999 1, 729 649 120 | 
$5,000 to $7,499 , 996 1, 604 392 100 
$7,500 and over ; 952 224 | 90 
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TaBLte 4.—Hospital admission rates and average length of stay per admission 
during the survey year, by urban, rural, nonfarm, and rural farm 





| Hospital admission rate 

per 100 Average 
> length 

of stay 


| Number of persons 


— With no Persons | Persons | per ad- 
| With hos- oe 


mealies , _| with no | mission, 
| pital in- | hospital | All per- | with hos | hospital | all per- 
| surance ! 


Type of locality 


insur- | sons pital in- 


ance! | ane) EE 


ance 





5, 001 3, 845 | 12 13 
Urban 5, 436 | 3, 445 1, 991 11 | 12 
Rural! nonfarm 1, 801 | 940 861 13 14 


Rural FI .~ccnnednebe cenminnnn 1, 609 616 993 12 17 | 


1 These are persons with hospital insurance and with no hospital insurance at the end of the survey year. 


TABLE 5.—Hospital aémission rates and average length of stay per admission 
during the survey year, by place of residence 


Hospital admission rate 
per 100 Average 
_| length 
#- | of ae 
sons " With no Persons | + °rsons | per ad- 
|W ith hos- hospital | All per- | with hos- | with no | mission, 
| pital in- ioe oan pital in- hospital | all per- 
| Surance ! : . | insur- sons 


| | 
se! ’ 
anc | surance ance (days) 


| Number of persons 


Type of locality 


Total. buat in | 8, 846 | 5, 001 3, 845 | 
Metropolitan areas -. 4, 904 3, 084 1, 820 
Counties where largest city is | 
10,000 to 50,000 | 1, 750 994 | 756 
Counties where largest city is | } } 
less than 10,000 é --| 2, 192 | 923 1, 269 | 12 


1 These are persons with hospital insurance and witb no hospital insurance at the end of the survey year. 


TABLE 6,—Numober of surgical procedures per 100 persons, by family income, for 
persons in families with surgical insurance and persons in families with no 
surgical insurance * 





Number of surgical procedures 2 3 


ft S07 oy ual Lt 
Persons in families per 100 persons 
| 





| Persons in families— 


With | Withno All _—_—_— 
surgical | surgical } , , 
con i persons With With no 
insurance ! | insurance ! surgical surgical 


| insurance | insurance 


| 
Family income . 
| 


Total. 


$0 to $1,999__. 

$2,000 to $3,499 

$3,500 to $4,999... ; 
$5,000 to $7,499. - emmsaned 5 3 ‘ 
$7,500 and over...- 7 

Income unknown. ‘ ® © © 


SDeouaoc;s 
~ of 


! This table compares the rates for groups with and without surgical insurance, and gives the rates for 
persons in families in which one or more persons has surgical insurance, as compared with families in which 
no one has any form ofsurgicalinsurance. Therefore, in the group in which there is some surgical insurance, 
there are some individuals without such insurance. 

? Surgical procedures are defined so as to include the ‘treatment of fractures and dislocations as well as 
“cutting” procedures. This definition includes deliveries by Caesarean but excludes normal celiveries. 

' See footnote 2 to table 1. The discussion of the estimates of the relative service rates for people covered 
as against those not covered by hospital insurance is also relevant here. 

‘ Number of surgical procedures per 100 was not computed for groups of less than 50 persons. 
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Taste 7.—Percentage of persons consulting dentists during the survey year, by 
family income 


| Percentage of 
| persons in fami- 
Number of ies within each 
persons income range 
consulting a 
dentist 


Family income 





Total i a 8, 846 


$0 to $1,999.______- : 1, 334 
$2,000 to $3,499__ ‘ Edis 1,917 
$3,500 to $4,999 a = 2, 378 
$5,000 to $7,499 é 7 1, 996 } 
$7,500 and over 1,176 





=o = } 
Income unknown... 4 | 45 ( 


1 Percentage of persons consulting a dentist was not computed for groups of less than 50 persons. 


4. Dest AMONG FAMILIES Due To Costs oF PERSONAL HEALTH SERVICES 
AS OF JULY 1953 


PART IV. HIGHLIGHTS 


1. Among all families, 15 percent are in debt to hospitals, physicians, dentists, 
and other providers of medical goods and services, and their total debt is $900 
million. 

2. In absolute terms this means that approximately 7.5 million families have 
a medical debt and about one million of these families owe $195 or more. 

8. The average debt among all families for bills owed to hospitals, physicians, 
dentists, and other providers of medical goods and services is $121. 

4. When debts to financial institutions and individuals are included, the 
national total is $1.1 billion. 

5. A greater proportion, 21 percent, of the families with children have a 
medical debt than those without children. 

6. Four percent of the families reported borrowing from financial institutions 
and individuals to pay charges for personal health services. 

7. The greater the proportion of family income paid out for personal health 
services, the greater is the likelihood that the family seeks a loan. 

Being in debt is no novelty for the vast majority of American families since 
they are accustomed to buying a wide range of goods on credit. In fact, “so 
much down and so much a month” is the mainstay of the automobile, refrigerator, 
radio and television, and furniture industries. Presumably, going into debt for 
automobiles, refrigerators, television sets, and many other items is pleasurable 
because one can enjoy them while paying for them. There are also the factors 
of convenience of a payment plun and aggressive saiesmanship. 

Since being in debt is, so to speak, a normal experience for many American 
families, is there any cause for concern. when one learns that 15 percent of 
families are in debt to hospitals, physicians, dentists, and other providers of 
medical goods and services,’ and that 2 percent are in debt for $195 or more? 
Translated into absolute numbers this means that approximately 7.5 million 
families in the United States have some debt and that about one million families 
owe $195 or more. 

If personal health services could be purchased like any other goods or serv- 
ices—when desired and in the quantity and of the quality to fit one’s purse— 
perhaps the problem of medical debt could be dismissed as of no more concern 
than the balance owed by a family on its automobile or television set. The 
cost of these items is known in advance; the costs of personal health services 
are not so known and when they are needed the consumer usually has no choice 
but to seek the necessary services, regardless of the cost, even if it means going 
into debt. Systematic saving is not a solution since families would not know 
how much should be saved annually. An effective and accepted mechanism today 
is an adequate insurance plan to meet the unpredictable costs of personal health 
services ; such a plan is, in effect, a savings program of many people pooling their 
money and their risks. 


2 Hereafter referred to as medical indebtedness. 








‘) 
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In a previous part of this report, the distribution of the costs of personal 
health services by family income was presented showing that some families 
ineurred no costs during the survey year and some incurred costs equaling or 
exceeding their annual incomes. In the data to follow showing the distribution 
of outstanding medical indebtedness, it will be noted that such indebtedness is 
considerably less than the incurred charges presented in a previous report. 
Apparently, the bills were paid in some way or other—insurance and savings— 
but a residue of unpaid bills remains. Considering the magnitudes of some 
of the incurred charges, it is surprising that the residue of unpaid bills is actually 
as small as indicated in this survey. Given the definition of medical indebtedness 
in the study, it would seem that such indebtedness excludes minor costs and 
includes indebtedness which represents some degree of hardship to the families. 

Outstanding medical indebtedness includes debts owed to hospitals, physicians, 
dentists, and other suppliers of medical goods and services at the end of the 
survey vear less any amount which the family planned to pay on such bills 
during the month following the interview; that is, the informant was asked how 
much the family owed—including amounts owed on bills not yet received—and 
was then asked how much the family planned to pay on these bills during the 
next month. If the informant reported that the family’s only outstanding debt 
was $10 to the doctor and that the bill would be paid during the next month, the 
family was recorded as having no outstanding indebtedness for personal health 
services. 

This method of getting at outstanding indebtedness was used to determine the 
number of families who were not current with respect to debts for personal 
health services, that is, those families who had owed hospitals, physicians, and 
others for a period longer than normal interim between receiving services of 
goods and paying for them. The amount of outstanding indebtedness then in- 
cluded all such debts whether incurred prior to the survey year or during the 
survey year, except that the amount which the family planned to pay in the 
month following the interview was excluded. 

An important point to bear in mind is that medical indebtedness excludes debts 
to financial institutions and individuals which were incurred to pay for personal 
health services and goods. 

All families in this survey showed 85 percent with no medical indebtedness and 
15 percent with some debt. The 15 percent with some debt includes 9 percent 
under $94, 3 percent $95-$194, 2 percent $195 and over, and 1 percent where the 
amount was unknown. (See table 1, appendix A.) The average debt per family 
with medical indebtedness is $121. In national terms, this means that total in- 
debtedness approximates $900 million. 

The percent of all families with some medical indebtedness is quite constant 
until the income groups $5.000 and over are reached. Thereafter, there is a sharp 
drop. This is not a surprising fact, of course, since upper-income groups lay 
out a smaller percentage of their income for personal health services although 
average family costs are higher. It is also of particular interest to note that hav- 
ing or not having insurance had no real appreciable effect on indebtedness. A 
final observation is that indebtedness in families with incomes under $2,000 un- 
doubtedly represents a greater burden than indebtedness in income groups with 
higher incomes. Debts are not necessarily distributed evenly in proportion to 
incomes as are shown in the tables. 

The lowest income group has the highest percentage of families with medical 
debt under $95, namely 13 percent; 4 percent of the highest income group has 
debts of similar magnitude. It would appear that in three of the income groups, 
those with insurance are more likely to have debts under $95 than those without 
insurance. (See table 2, appendix A.) 

For families with medical debts ranging from $95 to $194 again, the lower the 
income group the greater is the hardship experienced. The effect of insurance is 
negligible. (See table 3, appendix A.) 

There is an interesting uniformity of percent of families with medical debts 
exceeding $195, 2 percent, but the lower the income group the greater is the 
hardship involved on the part of the families. (See table 4, appendix A.) 

The final tables in this report show anticipated patterns and help to buttress 
the data on medical indebtedness presented in the foregoing data. By and large 
the greater the percent of family income paid out for personal health services, 
the larger is the proportion of families who reported outstanding medical in- 
debtedness. This is also true within income groups as well as between income 
groups. (See table 5, appendix A.) 


46293—54—pt. 328 
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Finally, families with children are more likely to report medical indebtedness 
than families without children. (See table 6, appendix A.) This is another way 
of saying that increased financial responsibilities are incurred in families with 
children and that medical indebtedness is distributed unevenly. 


Appenpix A, TAsLe 1.—Percent of families with some medical indebtedness’ 
at end of the survey year, July 1958, by family income for families with and 
without insurance 


| Percent with some medical indebtedness ? 


All families 
(2,809 
families) 


With | Without 
insurance | insurance 
(1,780 (1,029 
families) | families) 
' 





Income, all families 15| ° 15 


$0 to $1,999 - nde ‘ } y | 15 l¢ 
$2,000 to $3,499 . veinte sieok 7 18 | 1 
100 to $4,999 pak? te | 17 lf 

1é 


$5,000 to $7,499 . babetices é ‘ 12 
$7,500 and over - me ici sae s 


1 In no instances did the amount unknown exceed 1 percent. 

2 Outstanding medical indebtedness includes debts owed to hospitals, physicians, dentists, and other 
suppliers cf medical goods and services at the end of the survey year less any amount which the family 
planned to pay on such bills during the month following the interview. 


APPENDIx A, TABLE 2.—Percent of families with medical indebtedness under $95 * 
at the end of the survey year, July 1953 for families with and without insur- 
ance 





| Percent with medical indebtedness ? 
under $95 





Income | wi ri 
as With in- Without 
All families surance insurance 
E08 (1,780 (1,029 
families) | families) | families) 





All families ‘ 10 
$0 to $1,999 | 

$2,000 to $3,499 

$3,500 to $4, 

$5,000 to $7,499............. iiciattaaiitin = tntitemrniiiieiltaiian tte ln antteiiatete lh auhaedl 

$7,500 and over 





1 In no instances did the amount unknown exceed 1 percent. 
4 For definition of indebtedness see footnote 1, table 1. 


Appenpix A, Taste 3.—Percent of families with medical indebtedness from 
$95* to $194°* at the end of the survey year, July 1953 for families with and 
without insurance 


Percent with medical indebt- 
edness ? from $95 to $194 


mpeemse Allfam-| With | Without 
ilies insurance insurance 
| (2,809 | (1,780 (1,029 

families) | families) | families) 


All families 

$0 to $1,999 

$2,000 to $3,499 

$3,500 to $4,999 

$5,000 to $7,499_....... 
$7,500 and over 








1 In no instances did the amount unknown exceed 1 percent. 
2 For definition of indebtedness see footnote 1, table 1. 
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AppenDiIx A, TABLE 4.—Percent of families with medical indebtedness of $195" 


and over at the end of the survey year, July 1958, for families with and without 
insurance 


pete es 


Percent with medical indebtedness ? 
of $195 and over 


TR DUO BRIE 22 





Income All With Witheut 
families insurance | insurence 
(2,899 (1,780 (1,029 

j famities) families) families) 
4 ‘ _ ning oe os paths anette —_ 
y All families ss 2 2 3 
; $0 to $1,999......... 2 1 | 2 
$2,000 to $3,499_____ ¥ 2) 2 2 
$3,500 to $4,999...........- . 2) 2) 4 
OE OR Oe oe Sai ale 5 3 | 3 | 4 
$7,500 and over....... Sie ota eesbanieniicein estat ietiiee ies ec oak Ol cS 2) 2 1 


1 In no instances did the amount unknown exceed 1 percent 
r definition of indebtedness see footnote (') table 1. 


APPENDIx A, TABLE 5.—Families reporting medical indebtedness, by family 
income and percent of income paid out for health 


| Percentage of 


| families in each ‘ 
oo. ‘ Number of group report- 
Family income and percent ¢ come pai xt health ! Pe ; i 
ily income and perce of income paid out for healt | families ing outstand- 


i ances eee eee Sacto RAE AA TE care 


ing medical 
indebtedness 2 


i 
| 
} 
| 




















5 nn a 2, 809 15 
' A I i ii cera 1 9 
Pe ea .nccimanecwunw aman cal * 19 
10 to 14 percent.._............. Deciches-touisidenchlbbdhdpk canis ddidongsatapenihtna dane 24 
I OO i a 28 
5 edie (3) 
©. to Gi abies S. odeck isin knee oc bindeio ae 16 
0 to 4 percemt............ 10 
5 to 9 percent___ 14 
10 to 14 percent 12 
F ’ 15 percent or more 27 
) Percent unknown | @) 
‘ 4 $2,000 to $3,499_.............. 7 
) A 0 to 4 percent............ | 10 
5 x 5 to 9 percent............ j 26 
3 ; 10 to 14 percent._........ 18 
| - 15 percent or more 27 
Percent unknown. __ | () 
i $3,500 to $4,900__............. | 17 
; 0 to 4 percent. __ 413 | 11 
x 5 to 9 percent............ 185 | 19 
i 10 to 14 percent 51 | 37 
4 ll A te IS Se TRA LETS ETD EA LE LIE ES «SF a 38 () 
U ‘ i it at 8 NC LIES LEAL AEE DIL AIS IEEE aon 6 ) 
¥ C0 GIP relia cncao ues 4 920 | 11 
0 to 4 percent.___. 617 7 
5 to 9 percent ......... 2 195 | 16 
. 10 to 14 percent _...... 57 30 
15 percent or more_..-. 36 @) 
Percent unknown. - ... 15 (’) 
[Income unknown..._......-- uiwevbaaiis Nptaniegiiphniinideltivastainmaaieianiale 19 () 
‘ i 1 The amount of income paid out for health is net outlay plus amount paid by the family for hospital, 


surgical, or medical expense insurance. Net outlay excludes benefits received from hospital, surgical, or 
medical expense insurance. 


2 For definition of indebtedness see footnote 1, table 1. 
* This percentage has not been computed for groups of under 50 families. 
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APPENDIx A, TABLE 6.—Families reporting medical indebtedness, by type of 
family, for families with some insurance and families with no insurance 


Percentage of families in each 
Number of families group reporting indebted- 


Type of family and age of head — nen 5 


. . Families | Families 
' ’ $ 
in alee acne tainilles with | with no 
’ — . ” \insurance insurance 


Total 


Total a 2, 809 ,7 1,029 


igle person families 387 | 215 
1d couples, no children und 905 317 | 
couples, with children und 1, 271 392 

f famil 


s of families 246 105 | 
| 


lefinition of indebtedr see footnote 1, table 1. 
APPENDIX B 


For those who wish to examine the data regarding family debts, due financial 
institutions, banks, and individuals incurred because of costs of personal health 
services, the following tables are included. 


AppEeNpDIXxX B, TABLE 1—Number of families who reported borrowing during the 


survey year to pay for personal health services, by source of funds, and average 
and median amounts borrowed 


Average Median 
amount amount 
berrowed borrowed 


Families 
; 7 
Source of funds borrowing 


Total 
inancial institutions ! 


lividuals 
ource unknown 


F 
I 
8 


! Includes banks, small loan companies, credit unions, and in 3 instances, life-insurance companies, 
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APPENDIX B, TABLE 2.—Percentage of families who reported borrowing to pay for 
personal health services, by family income, for families with insurance and 
families with no insurance 


Percentage of 
families in each 


Nt re) 
Number of group who 


Family income 











3 families reported bor- 
e rowing ! 
¥ g 
¢ = = — . “ sibuhes - 
41] families: 
Total 2, 809 4 
| $0 to $1.95 ‘ 560 5 
$2,000 to $3,499 617 4 
$3,500 to $4,999 693 6 
$5,000 to $7,499 a dae 577 f 
$7,500 and over . 343 | l 
Income unknown ; paen ; 19 (?) 
Families with insurance: | 
i Total_..-- abhi aimee pa ai 1, 780 4 
& $0 to $1,999 he aiion ; sie . 176 5 
; $2,000 to $3,499__.....- ce i . ; : } 347 | 5 
$3,500 to $4,999_... . —_ . : = a vienlinliintig ett 514 7 
¢ $5,000 to $7,499___-_- 3 et yee 466 2 
$7,500 and over iene : je . 272 
Income unknown....- ‘ ies 5 Qa 
5 Families with no insurance: 
£ Total — _— “ . . 1, 029 4 
; 
e peenianetes eunee od 
k $0 to $1,999 ne 384 5 
. $2,000 to $3,499 270 : 
+ $3,500 to $4,999 ‘ - 179 5 
$5,000 to $7,499 111 4 
$7,500 and over 71 1 
$ Income unknown ewer . 14 
4 
s Included here are families who reported borrowing money during the survey year from regular lending 
) titutions, friends, relatives, or any other source, for the express purpose of payi for personal health 
is ( 
) 2 Percentages not computed for groups of less than 50 families, 


APPENDIX B, TABLE 3.—Percentage of families reporting that they borrowed to 
pay for personal health services, by type of family 


Percentage of 
Number of families in each 
families group reporting 


borrowing 





ype of family and age of head 


5 cnn thc inien sin atin sel eel ai ieaastniatiahaet eiician! 2, 809 4 

3 gle-person families 387 2 

Married couples, no children under 18 905 3 

4 Married couples, with children under 18 ‘ 1, 271 6 

; Other types of families 246 4 

Included here are families who reported borrowing money during the survey year from regular lending 

4 titutions, friends, relatives, or any other source, for the express purpose of paying for medical or dental 
: care. 

e 


aien 


ae 


: 
4 
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APPENDIX B, TarLe 4.—Percentage of families reporting borrowing to meet 
charges for personal health services, by size of family 


| 
Percentage of 
Number of families in 
j 
| 
| 


Number of persons in family families 


each group 
who reported 
borrowing ! 


Total. ‘ ‘ whee 2, 809 


Single-person families a 387 
2-person families 5 829 
3-person families __- = aad a 553 
i-person families J 510 | 
5-person families... bai . 291 | 
6 or more persons__ ; i " - — 239 


1 Included here are families who reported borrowing money during the survey year from regular lending 
institutions, friends, relatives, or any other source, for the express purpose of paying for personal health 
services. 


AppeNDIx B, Taste 5.—Percentage of families reporting borrowing to meet 
charges for personal health services by percent of family income paid out for 
health 


Percentage of 
Wenter of families in 
” families each group 
; . who reporied 
| borrowing ? 


¢ 


Percent of income paid out for health ! 


2, 809 

1, 623 
624 
333 | 
132 
47 
50 


1 The amount of income paid out for health is net outlay plus amounts paid by the family for voluntary 
health insurance. Net les hospital, surgical, and medical insurance benefits. 

2 Included here are familic ho reported borrowing money during the survey year from regular lending 
institutions, friends; relatives, or any other source, for the express purpose of paying for personal health 
services. 


A DESCRIPTION oF HIF’s PurPOsES AND RESEARCH PROJECTS 
WHAT IS HIF 


Health Information Foundation was established in February 1950 by leaders 
in the drug, pharmaceutical, and allied industries to gather and distribute basic 
information about health. Its purposes are: 

To give to the American people a better understanding of our health 
services and facilities and what they have achieved. 

To help bring about the best utilization of these facilities and services 
by all the American people, particularly by making them available through 
the maximum extension of the principles of voluntary health insurance, 

To contribute toward further improvement of health services and 
facilities. 

A positive approach 

The foundation’s approach to these purposes is positive and constructive. It 
is concerned solely with collecting and disseminating factual, objective health 
information. It does not issue propaganda and does not attempt to influence 
legislation. The fundamental premise upon which HIF’s policy is based is that 
the American people, once they are accurately informed upon any important 
matter, will act wisely. The foundation further supports the principle that 
people achieve greater freedom and happiness when they help themselves in- 
stead of looking to others to do things for them, 
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What HIF does 


In carrying out its purposes, HIF: 

Studies health problems and needs and, aided by the expert opinions of its 
technical and advisory committees, determines those areas in which it will 
develop research projects. 

Collects information through research projects, through staff field investiga- 
tions, and study of health literature. 

Disseminates the information through all available media—newspapers, maga- 
zines, speeches, radio, television, motion pictures, and its own published material 


HIF RESEARCH PROJECTS 


The following research projects have been completed, or are under way 
as indicated. 

An Analysis of the Multitest Clinic, Richmond, Va.—A report on findings of @ 
clinie which screened 40,000 people for 8 health conditions, how it was conducted, 
and reactions of doctors and the public. Completed in 1951 by the HIF research 
staff under appropriations totaling $14,000. 

An Inventory of Social and Economic Research in Health—A compilation of 
research projects being conducted in the United States, or completed since 1945. 
Two editions, 1952 and 1953, have been issued and a third will be published in 1954. 

Medical Public Relations.—This is a study of the efforts of the Toledo and 
Lucas County, Ohio, Academy of Medicine to improve medical services in the 
community. Conducted by Wayne University under an $11,700 HIF grant, it was 
completed in 1952. 

Three Studies of Community Self-Surveys on Health.—Through HIF grants 
totalling $115,330, these projects studied the operation of community self-surveys 
in which local groups, with a minimum of outside assistance, attempted to 
evaluate the adequacy of their existing health facilities, services, and personnel. 
The three projects were undertaken in communities of different sizes and in 
various parts of the country and conducted independently by Michigan State 
College, the University of Alabama, and the University of North Carolina. The 
research department of HIF will assess the self-survey method as a device for 
community health improvement. 

School Child Health Study.—A project designed to develop an experimental 
program to increase the correction of remediable defects found in school health 
examinations. The project was conducted by Pennsylvania State College under 
an HIF grant of $33,400. 

Study of Rural Negro Health Habits.—A study of cultural, economic, and 
educational barriers to positive health action, conducted by Tuskegee Institute 
under an HIF grant of $16,500. The report will be published in 1954. 

Paying for Medical Care in the United States.—Under an HIF grant of $92, 
Columbia University has completed a 2-year study which documents the various 
ways Americans pay for medical care. Published by the Columbia University 
Press in December 1953, the report contains information on the latest develop- 
ments in voluntary hospital, surgical, and medical insurance. 

The following three projects on medical costs and voluntary health insurance 
were sponsored by HIF under grants totaling $330,000. 

1. A survey of family medical costs and voluntary health insurance.— 
This survey was conducted by the National Opinion Research Center, 
University of Chicago. (Results of the survey are summarized in this pre- 
liminary report.) 

2. A study of the services rendered by health insurance in selected 
areas.—This project, also conducted by the National Opinion Research 
Center of the University of Chicago, is based on a sample of Blue Cross, 
Blue Shield, and private insurance company contract holders in two cities. 
The purpose was to study the economic impact of uninsured illness, the effect 
of insurance on the use of health services and facilities, and the subscribers’ 
desire for additional coverage. The final report will be published in 1954. 

3. A study of the extension of health insurance coverage.—A series of 
projects supervised by HIF’s research staff to determine how health in- 
surance can be made available to people not now widely protected. The 
first project is a study of an experiment in “saturation” coverage conducted 
vy Mississippi State College. The second, undertaken by the HIF research 
department, will study problems in nongroup enrollment. 

A study of the operation of a selected comprehensive physicians’ service plan — 
Directed by the Bureau of Public Health Economics, University of Michigan, an 
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intensive study will be made in Windsor, Canada, of a comprehensive, physician- 
sponsored, medical service program operating on a fee-for-service basis, Under 
an HIF grant of $54,000 the project will be completed in 1955. 

Medical care problems of low-income families—An exploratory project in a 
selected number of families to make an intensive case analysis of family expendi- 
ture patterns, budgets, levels of living, etc., with primary emphasis on ex- 
penditures for health services. Initial grants amounting to $12,000 have been 
made by HIF for field studies by New York University and Tuskegee Institute. 


HEALTH INFORMATION FOUNDATION 
CITIZENS ADVISORY COMMITTEE 


Hon. Herbert Hoover, chairman 

Dr. Karl T. Compton, chairman of the corporation, Massachusetts Institute of 
Technology 

Donald Douglas, president, Douglas Aircraft Co., Inc. 

Dr. L. A. DuBridge, president, California Institute of Technology 

Ferdinand Eberstadt, president, F. Eberstadt & Co., Inc. 

Mrs. Oscar A. Ahlgren, president, General Federation of Women’s Clubs 

Allan B. Kline, president, American Farm Bureau Federation 

Dr. Franklyn B. Snyder, president emeritus, Northwestern University. 

Lewis L. Strauss, Chairman, Atomic Energy Commission 


OFFICERS 


Chairman of the board: John G. Searle, president, G. D. Searle & Co. 

President: George Bugbee (as of May 1, 1954) 

Executive vice president: Kenneth Williamson 

Vice presidents: 
BE. N. Beesley, president, Eli Lilly & Co. 
W. L. Dempsey, president, Sharp & Dohme, Division of Merck & Co., Inc. 
James Hill, Jr., president and chairman of board, Sterling Drug, Ine. 
George F. Smith, president, Johnson & Johnson 

Vice president and chairman of finance committee: George Van Gorder, president, 

McKesson & Robbins, Inc. 
‘Treasurer: 8S. Barksdale Penick, Jr., president, 8S. B. Penick & Co, 
Medical consultant: Alfred M. Hellman, M. D. 


Tue LiprAry oF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C. 


SELECTED PREPAYMENT HEALTH CARE PLAN: A REVIEW OF THETR PREPAYMENT 
PATTERNS FOR MEETING THE COSTS OF MEDICAL CARE 


The health-care plans outlined in the attached charts were selected to suggest 
the variety of methods used by employers, consumers, unions, and doctors in 
furnishing prepaid medical care on a voluntary basis. They are sample plans, 
chosen from the vast complexity of methods developing in this country today, 
to reflect new approaches as well as well-established patterns. They include, 
therefore, plans which are experimenting with new types of prepayment protec- 
tion—such as catastrophic illness insurance and preventive care—as well as 
plans which are more widespread and more typical. 

The selected plans reflect the fact that the most common prepayment method 
is for the insuring agent to make cash payments directly to the medical per- 
sonnel or facilities furnishing prescribed (fee-to-vendor) service up to certain 
maximum amounts. Beyond these maximums, the subscriber or employee bears 
the full cost of any additional charges which may be made. They also illustrate 
the fact that such services are being financed through commercial insurance, 
through nonprofit corporations or groups, and through mutual benefit or con- 
sumer cooperative organizations. Although the method of furnishing services 
directly on a prepayment basis through group medical practice is less widely 
used, certain representative plans of this kind are shown on one chart (chart 
III) because they now usually offer the most complete form of medical care. 

Employer-sponsored plans (chart I).—Plans sponsored by employers are usu- 
ally of the cash-payment type described above and they range in the scope of 
their protection from insurance against hospital costs only, up to certain maxi- 
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mums, through plans covering costs for surgery, medical care in the hospital 
and sometimes home calls as well. Chart I illustrates some of the variations 
which have appeared around this pattern. Plan 1, for example, shows a hospi- 
tal-service plan financed jointly by employers and employees which is financed 
hy employer-employee contributions. It is operated under the direction of the 
employees’ benefit board of the employees retirement system, and unlike most 
plans, permits retired employees to participate. Plan 4 covers similar hospital 
costs and includes a catastrophic rider, while in plan 5 a chain department store 
acts as agent for its employees in providing insurance against catastrophic ill- 
ness at group rates. In plan 6 the employers in one community (Akron), repre- 
senting two of its major industries—rubber and aircraft—combined in a plan 
to furnish hospitalization insurance to their workers as a fringe benefit. 

In recent years employer-sponsored plans have tended to show an increase in 
the scope of services covered as well as higher maximums for covered costs. 
For example, a study of plans in 67 corporations in 1953 showed increased maxi- 
mums for surgical benefits over 1949 and more plans provided for the cost of 
medical care given in the hospital during the same period. Although coverage 
of denendents was still quite rare, it had increased in amount since 1949, and 4 
of the plans had the relatively new form of insurance against the costs of catas- 
trophic illness. In 40 of the 67 plans employees make a contribution, 20 are 
financed entirely by employers, and in the other 6 plans employees pay only for 
nsurance covering dependents while the employer pays the rest. Seven of the 
corporation plans provided comprehensive medical care, including home calls and 
office calls, for employees but not for dependents. Another 3 included depend- 
ents in their full medical program, while 55 provided surgical benefits for de 
pendents. The rest provided medical care in hospitals only for employees. 
Seven of the 67 plans allowed retired employees to participate and, as noted, 
4 plans had added a catastrophic illness rider.’ 

The group medical practice plan of the Endicott-Johnson Co. (plan 3) is, of 
course, an exception to the cash-to-vendor plan described above which is charac- 
teristic of most employer-sponsored plans, in that it provides complete medical 
service directly to employees, through doctors and staff hired by the company 
for this purpose. Plan 7 uses the same group-medical-care plan of giving clinic 
services directly, but only in the field of preventive medicine or in connection with 
industrial accidents. In this case employers representing several small manu- 
facturing plants in one community combined to set up a single clinic for this 
purpose. 

Union plans (chart IT).—Health-care plans sponsored by unions or developed 
through collective-bargaining agreements have appeared for members of one union 
in one locality, through joint action of several unions in one community, on an 
industrywide basis, and through regional and national arrangements. Here 
again the most widely used form of prepayment protection is the fee-to-vendor 
plan which covers hospital, surgical or medical costs up to a maximum and 
uses a commercial insurance company or a nonprofit organization as the insuring 
agent. For example, a survey of health-care plans covering 187,000 union mem- 
bers of unions in the San Francisco Labor Council, showed that 76 percent were 
commercially insured, 12 percent used group-medical-practice plans, and 12 per- 
cent were financed by nonprofit organizations.’ 

The most common methods of financing these plans are on a percentage of 
payroll basis, through prepayment arrangements in which union members and 
employers share costs, or through a health and welfare fund established to cover 
a broader range of benefits (including also wage loss caused by disability or 
illness, life insurance, retirement, etc.). The administrative setup in most union 
plans conforms with that part of the Taft-Hartley law which requires that a 
welfare fund obtained through collective bargaining must have a board of trustees 
representing management, labor, and the public. 

The plans included in chart II suggest the variety of patterns which are, at 
the same time, appearing in union prepayment plans. Plan 3 is a somewhat 
typical Blue Cross-Blue Shield system in which employers and employees share 
the cost. Plan 1 is the complete hospital-care plan of the United Mine Workers 
financed by a share of the royalty on each ton of coal mined from which the 
total health and welfare fund is derived. In additoin to the fee-to-vendor 


‘ Group Health Insurance Today, in Management Record (April 1953). pp. 127-128 ff. 
: > we Weinerman, Labor Plans for Health (San Francisco Labor Council, 1952), 
yp. 34, 
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system used for meeting the cost of prescribed care for most miners, this fund 
is now building its own hospitals in mining areas, thus combining the direct 
service and cash-benefit methods of paying for medical services for members 
within one plan. 

In plan 2, a clinic operated by a union in one city serves as the nucleus for 
medical services which also incude a cash-to-vendor arrangement covering hos- 
pitalization and surgery, and certain medical care provided outside the clinic. 
in plan 5, 21 affiliated uninos in one community have combined in a single plan 
giving clinical care, including free examinations and other preventive treatments. 

In plan 4, the clinical care has been greatly expanded, again with a plan-owned 
clinic at the base, to provide practically complete medical services including 
home calls, office calls, and preventive care, The plan uses other hospitals but 
fees are paid from an insurance fund operated by this institute for this purpose. 
Here the principle of financing the plan through a percentage of payroll system 
is used, 

Another development in the financing of union plans, illustrated by plan 6, is 
the practice of working out a series of package plans at the national headquarters 
giving a choice of prescribed benefits at set benefit rates for each package plan. 
Individual unions can then choose the particular package plan which meets their 
needs, and the national headquarters acts as the agent in purchasing that plan 
at reduced costs from a commercial carrier or through nonprofit organizations. 

Group practice plans (chart 1iI).—The combination of group-medical practice 
with the prepayment principle has received considerable discussion recently 
because most evidence indicates that in this form of so-called supermarket 
medicine a larger proportion of the prepayment funds go directly into medical 
services than with most other plans. It is for this reason that health plans 
developed by consumer cooperatives have usually used this method of providing 
heaith care. The major objection to such plans advanced by members of the 
medical profession are that doctors are usually on a salary rather than a fee-for- 
service basis, and that the services are provided by a “closed panel” of doctors, 
thus limiting the freedom of choice of the patient. 

Of the 368 group-practice plans studied in 1946, only 56, or 15 percent, used 
the prepayment method of financing. From the standpoint of organization, 21 
of these plans were operated by doctor partners, plus employed physicians (as 
in plan 3 of the chart), and in 19 the doctors were employed by a sponsoring 
organization (as in the other 6 plans). Of the other 17 plans in the 1946 study, 
6 were run by doctor partners only, and 2 by corporations.° 

The plans listed in chart III also suggest the variety of sponsorship in existing 
group-medical-practice plans. Plan 1—which is a prepayment plan only in the 
sense that costs are assumed by the employer—is not only financed but directed 
by the employer and is available only to employees in his own plant. Plan 2, 
originally sponsored by an employer for his own employees, has expanded into a 
separate organization which provides medical services for a variety of inde- 
pendent groups in three Western States. Plan 3 is a doctor-sponsored plan 
operated in one community (Los Angeles) on a partnership basis, which is a 
profit-making venture; while plan 4 is a doctor-sponsored plan which uses the 
method of consumer cooperatives to finance medical care in a rural community 
(Elk City, Okla.). 

Pian 5, which also uses the structure of consumer cooperatives, developed 
through the combined action of public officials and consumer groups in New York 
City. Since it included employees of State and local government, and called for 
employer contributions, special legislation was required as part of its organiza- 
tional development. Plan 6, on the other hand, was organized and is adminis- 
tered entirely by one union in St. Louis, and again uses the consumer-cooperative 
method in its administrative and program features. In plan 7 a variety of 
employed groups—the Washington State Grange, the Pacific Supply Cooperative, 
the Aeronautical District Workers Lodge 751, and the Student Cooperative at 
the University of Washington—joined together in organizing a cooperative group- 
practice plan which would serve them all. 

Statewide and State plans (chart IV).—Statewide health-care plans are of 
the “Blue Cross Blue-Shield” type and are customarily formed under the 
auspices of or with the cooperation of the State medical society. Usually these 
plans are more protective of the subscriber than of his dependents and provisions 





*G. Halsey Hunt and Marcus I. Goldstein, Medical Group Practice in the United States. 
Public Health Service Publication No. 77 (Washington, 1951), pp. 24—25. 
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for home and office calls are the exception rather than the rule. The typical 
statewide plan of this kind (plan 2 on chart IV) uses the cash-to-vendor 
system within maximums for specified services. First concerned largely with 
hospitalization costs, these voluntary statewide plans have shown a tendency 
toward broader benefits to include surgery costs and in some cases medical care 
provided in the hospital as well. The New Hampshire-Vermont plan (plan 2) 
is included as a unique examle of bistate cooperation in the development of 
such a plan. The California plan (plan 1), which is more inclusive than most, 
is outlined both because it was designed as a pioneer plan on a statewide basis 
to demonstrate that voluntary prepayment plans can meet a substantial portion 
of medical costs, and also because it has, since 1950, included a catastrophic 
rider. The Oregon plan (plan 4) is also more broadly protective than most 
State plans, not only in the scope of medical services covered but also because 
the maximums are relatively high. 

The Washington plan (plan 5) is the only statewide plan approved by the 
American Medical Association which provides service benefits directly. It is 
also unique in that it makes provision for including persons receiving welfare 
payments or social security benefits within the structure of a prepayment plan— 
one result being a broad coverage for persons over age 65. In this respect it 
meets one of the objections raised in connection with other State plans, namely, 
that the fact that they depend on regular contributions from subscribers and 
are voluntary in nature means that they do not substantially solve the problem 
of lower-income groups. 

Because the aged and lower-income groups are frequently either unable to 
participate in prepayment plans or are specifically excluded, most of the medical 
care available to them is on a “means test” basis as that test is applied in public 
welfare and public assistance programs. Since the 1950 amendments to the 
Social Security Act it has beer possible for public assistance groups to pay the 
medical vendor directly—a practice prohibited by law prior to that time. The 
Rhode Island plan (plan 6) has taken advantage of this provision to organize its 
medical care for public assistance on a statewide—but not a prepayment—basis, 
and for this reason has been included on the chart. The Maryland plan (plan 7) 
uses tax funds to support a plan covering a wider segment of the population, 
including all welfare recipients and those low-income persons, frequently called 
the “medically-indigest,” who are normally self-supporting but are unable to 
pay the costs of medical care. 

HELEN E. LIVINGSTON, 
Government Division. 

Mary R. HEStet, 

Senior Specialist Division. 


(Whereupon, at 11:05 a. m. the hearing was concluded.) 





